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What have you heard about 
METRECAL 


the new concept weight control? 


Since Metrecal brand dietary for weight control was introduced over ago powder form, and 


with its more recent introduction liquid form, many people have learned its effectiveness word- 


of-mouth. This factual report provides accurate information Metrecal is, what not. 


September 1959, new product 
was introduced the medical pro- 
fession under the brand name Metrecal. 
was developed provide physicians 
with new technique for use judi 
cious weight reduction overweight 
patients. 

wish stress the importance 
the physician problems weight loss 
and control. This particularly the 


case for individuals who are 


tremen- 
dously overweight, patients with disease 
the kidneys, and patients with various 
forms heart and blood vessel disease. 

view the broad public and medi- 
cal interest weight control, many per- 
sons have learned Metrecal 


of-mouth; hence, this factual statement. 
What Metrecal? 

Metrecal, when properly used, ef- 
fective agent for weight loss and control. 

Metrecal complete food available 
two forms: powder which mixed 
with water; and liquid, ready use. 
Metrecal designed provide low 
calorie diet which contains all basic nu- 
trients required person reduc- 
ing program. Metrecal contains drugs. 

Metrecal can used the total diet 
for the period required achieve the 
weight loss which best for the individ- 
ual. Thereafter, can used for one 


two meals day, the total diet 


selected days maintain desired 
weight. 

other words, the concept meas- 
ured calories according the needs 
the individual. 


What does Metrecal do? 


Overweight persons are able lose 
weight through the use Metrecal sim- 
ply because they take fewer calories 
than are required maintain weight. 
this manner they lose weight natural- 
ly, without resorting fad diets, complex 
schedules, artificial appetite depres- 
sants. And users Metrecal are remark- 
ably free from hunger—the appetite 
satisfied normally. 


What Metrecal cannot 
Metrecal not miracle cure for over- 
weight. cannot provide the will power 
required for weight reduction. has 
used properly. imperative that 
the person who desires lose weight 
stay the diet Metrecal. This not 
since little, any, hunger occurs 
after day two. 


Medical evidence 
effectiveness 


Extensive 


conducted 
under medical supervision, have shown 
average weight loss Metrecal users 


clinical 


approximately one-half pound 
day for periods six weeks. Some 
lose even more. 

Most patients the studies report 
little, any, hunger. Many report that 
they feel better than before. Almost all 
find relatively easy continue 
Metrecal. 


What Metrecal? 

frequently specified supply 
one-half pound Metrecal powder 
mixed with water four eight-ounce 
cans Metrecal liquid. This provides 
900 calories energy units, grams 
protein, 110 grams carbohydrate, 
grams fat and all essential vitamins and 
minerals quantities that meet ex- 
ceed minimum daily requirements estab- 
lished the Food and Drug 
tration. 


Metrecal powder now available 
the economy-size can. The 
new Metrecal liquid packaged 
eight-ounce each provides con- 
venient individual meal. 


How undertake 
reducing program 


Your physician the best source coun- 
sel and guidance problems weight 
loss and control. 
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cent study was the effects international 
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The New Conflict Time and Money 


Productivity increases mean more than ad- 
ditional material goods; the by-product in- 
creased leisure time may, some cases, count 
much more income. gains dis- 
cretionary income create pressure for more 
discretionary time, conflict time and 

money arises. The goal then becomes one 
balancing time and money have enough 
one make satisfactory use the other. 


International Competition the American 
Steel Market 


Increased imports and competition world mar- 
kets have highlighted problems and prospects for 
our industry. Some the necessary 

shifts and readjustments have been taken 
portents serious trouble, but grim out- 

look not supported the evidence. bal- 
ance, objective analysis suggests sound 
future for American steel home and abroad. 
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Why Airlines Are Trouble 


While recording spectacular growth busi- 
ness, the airlines have failed keep pace 
earnings. How account for growth 
industry’s failure make money? does not, 
where will future capital come from? With the 
days barnstorming behind, aviation needs so- 
lutions its economic problems; these solu- 
tions cannot come from the industry alone. 


Philosophy Personnel Development 


There easy way establish operating 
philosophy personnel development, but 

every company can benefit from rational effort 
improve its people. can identify 

some operating principles that will provide 

framework for developing the company per- 
sonnel. The future the business may de- 
pend upon how skillfully the job done. 
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How Population Composition Affects Economic Growth 


Economic growth, all its various aspects, 

was once subject for sedate discussion 

among professional economists and academicians. 
Now national issue surrounded con- 
troversy and debate. When subject argued 
millions, certain subtleties tend 
obscured, and need know more about ba- 
sic aspects the growth process itself. 


Family Firm Seeks Ways Raise Profits 


fine family company with well-established 
market position faces problems that could 
seriously impede future growth and development. 
Problems capital structure, cost and ac- 
counting procedures, plant modernization and 
relocation, and internal organization present 
alternatives that would test the decision- 

making abilities the best management. 


British Trade-Unions: Can They Stay Business? 


The future the British labor movement will 
have effects that will reach far beyond Britain’s 
shores; labor’s influence will felt in- 

dustrial management throughout the Western 

world. The trade-unions are faced with some 

tough new problems, but they have record 
surmounting formidable barriers. good 

bet that they will continue force. 


Better Decisions Through Management Accounting 


longer limited its historic custodial 

and recording function, accounting has become 

tool for integrated management action. The 
concepts underlying the new approach become in- 
creasingly important accounting expands its 
scope and influence the control and direc- 
tion larger, more complex organizations. 


Would Regional Bank System Help Urban 
Renewal Programs? 


Urban renewal and development are recognized 
central problems our society. Our 
attention tends center government pro- 
grams, and often overlook the values inher- 
ent activities that are privately motivated 
and financed. most promising approach 
urban renewal combination public and 
private effort provided regional systems 

urban renewal and development banks. 


How Money Motivates Men 


Even though the payroll major cost 

doing business for practically every organ- 

ization, know little about the effective- 

ness the salary dollar. With better un- 
derstanding what money means people and 

why they work for it, might have compen- 
sation programs that are more keeping with com- 
pany objectives and individual motivation. 
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RETAILING THE 1960’s 


profit margins were ex- 
posed continuous pressure dur- 
ing the Constantly rising 
expenses and aggressive competi- 
tion forced retailers innovate 
relentlessly order maintain 
adequate rates return in- 
vestment. Innovation assumed 
many forms; for example, numer- 
ous retailers attempted offset 
declining profit margins in- 
creasing volume. The somewhat 
frantic addition new lines and 
the widespread use trading 
stamps, revolving credit, and 
mass-impact 
this intense 
ness. Others sought bolster 
profits increasing the scale 
their operations. Drug, food, 
hardware, and variety retailers 
constructed “super” units se- 
cure single-plant economies 
scale. addition, they engaged 
backward integration, formed 
buying clubs, and joined volun- 
tary groups achieve multiplant 
economies scale. Retailers also 
attacked operating expenses di- 
service, tightening budgeting 
procedures, and mechanizing 
warehousing and clerical proc- 
esses. 

The pressure profits will in- 
tensify and the pace innovation 
will accelerate during the 


Mr. McCammon Assistant Professor 
Marketing, Indiana University. 


profiles the future 


Bert McCammon, Jr. 


both retailers and suppliers will 
have adapt rapidly changing 
market conditions order 
compete effectively. Some the 
retail trends that will emerge and 
their implications are examined 
this 


SHOPPING CENTERS 


During the late downtown 
merchants dominated retail trade. 
However, the explosive growth 
suburban areas and the shop- 
ping center boom that followed 
irrevocably altered this pattern. 
Between 1950 and 1960, the sub- 
urban population the United 
States increased almost per 
cent. This new market—consist- 
ing primarily young families 
with above-average 
was, and still is, enticing one. 
Initially, suburban retail facilities 
housewives 
either had venture downtown 
patronize small neighborhood 
establishments. The 
center developer quickly moved 
into this vacuum, constructing 
approximately 4,500 centers be- 
tween 1948 and 1960. These 
ranged size from small clusters 
convenience-goods stores 
huge retail complexes serving 


Many the predictions this article 
are based data from Sales Manage- 
ment, Business Week, Progressive 
Journal Retailing, Variety Store Mer- 
chandiser, and Stores. 
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article 


Telephone service has never been 
fast, convenient and 


it’s going better! 


words—growth and change—describe 
major trends the Bell telephone business. 
There more every kind service for 
more people. And more and more new things 
are coming along all the time. 


Direct Distance Dialing bringing new 
era speed and convenience Long Dis- 
tance calling. 


Nearly 24,000,000 customers can now dial 
Long Distance calls direct 39,000,000 tele- 
phone numbers the United States and 
Canada. 


New underseas cables make easy talk 
across oceans clearly call across town. 


entirely new era communications 
for business being opened the Bell 
System’s Data-Phone service. enables elec- 
tronic business machines each 
other over regular telephone lines. Some day 


there may more those calls than calls 


between people. 


Those are some the new services. Just 
afew the other newer things are shown 
the right. 


There’s much more from re- 
and development, from the invest- 
ment millions dollars new capital, 
from the Bell System’s never-ending 
desire give you the best and the most 
telephone service the world. 


CALL DIRECTOR TELEPHONE 


With the touch button you can 
connect other office telephones, set 
interoffice conference calls, add other 
office extensions incoming: calls. 
Two models. and push buttons. 
Many thousands already service. 


THE PRINCESS 


It’s little! It’s lovely! lights! new 
compact extension telephone for any 
room the house. tremendous suc- 
cess all over the country. Available 
white, beige, pink, blue and turquoise. 


BELLBOY SERVICE 


One the newest Bell System serv- 
ices. person away from the telephone 
hears tone signal (sent from the tele- 
phone exchange) pocket radio 
receiver. Alerts him call his home 
office get message. Now avail- 
able major cities. 


HOME INTERPHONE 


Lets you call any other room the 
house that has phone. switch out- 
side calls another phone. Also lets 
you answer the door from any phone. 
Microphone telephone and speaker 
wall beside each telephone enable 
person other room talk back 
without lifting receiver. Will avail- 
able nationally next year. 


BELL TELEPHONE SYSTEM 
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million more consumers. Cur- 
rently, shopping 
chants account for least per 
cent total retail sales. 

shopping centers expanded, 
the sales downtown retailers 
inevitably suffered. The plight 
large department stores offers the 
most dramatic illustration this 
trend. Many department stores, 
confronted suburban competi- 
tion, discontinued operations: 
New York City alone, nine closed 
1952 


1958. Others sought regain 


their doors between and 
their competitive positions 
modernizing stores, construct- 
ing multistory parking garages, 
and placing greater emphasis 
telephone and mail-order sell- 
ing. Merchant association activi- 
ties and urban redevelopment 
projects were also actively sup- 
ported. Construction branch 
stores, however, was the most 
popular method counterattack. 
1958, suburban outlets, pri- 
marily branches, accounted for 
per cent total department 
store sales. 

What trends will evolve the 
future? The explosive growth 
suburban areas destined 
continue. Central cities will not 
solve their somewhat formidable 
problems during the ur- 
ban blight, congestion, and high 
taxes will persist. The suburbs, 
contrast, will continue offer 
open space, greenery, informal 
living, and relatively inexpensive 
land—irresistible lures for most 
American families. conse- 
quence, approximately 
cent our population growth 
will concentrated suburban 
areas during the The num- 
ber shopping centers will 
sharply increased serve this 
expanding market, and, 1970, 
approximately 7,500 will 
operation. 
these 


Competition between 


centers and downtown retailers 


1960 
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will intensify during the decade 
ahead. Shopping centers will 
more ornate; for example, in- 
creasing number will have en- 
closed central malls, complete 
weather conditioning, moving 
and 
teriors. More and more centers 
will house auditoriums for com- 


sidewalks, 


munity meetings; 
events—fashion shows, circuses, 
art exhibits, and appearances 
celebrities—will become more im- 
portant. These amenities, which 
have already secured overwhelm- 
ing customer acceptance, will 
appreciably strengthen the shop- 
ping competitive posi- 
tion. 

Shopping center 
also become more comprehen- 
sive. Retailers will required 
support center-wide promotions 
financially and adhere ad- 
standards. many cases, leases 


vertising 


will specify the lines merchan- 
dise that can carried. The pri- 
mary purpose behind such provi- 
create 
consistent image for the center. 

Downtown merchants will at- 
tempt offset shopping center 
competition 
more cooperative programs. The 
trend toward such programs was 
already apparent during the late 
1950’s, when downtown mer- 
associations sponsored 
such promotion programs dol- 
lar days, end-of-the-month sales, 
and Christmas pageants. Retail- 
ers Toledo, Kalamazoo, Fort 
Worth, and Covington, Ken- 
tucky, and Springfield, Oregon 
pedestrian malls, and merchants 
Elmira, New York and Knox- 
ville, Tennessee cooperatively fi- 
nanced the construction at- 
tractive shopper promenades and 
parking facilities. 

Many medium-sized centers 
will experience financial difficul- 


sions unified, 


downtown 


ties during the The typical 
medium-sized center, containing 
fifteen thirty stores, offers 
modest assortments shopping 
goods well convenience 
goods. The former must sold 
considerable quantity order 
support the center. increas- 
ing numbers regional centers 
are constructed and downtown 
retailers become more 
shopping goods volume will 
diverted from the medium-sized 
centers. many cases, the vol- 
ume that remains will insuff- 
cient cover overhead. 

The continued growth 
shopping centers only one di- 
mension retail rivalry. The pro- 
jected expansion self-service 


stores another. 


SUPERMARKETS 


The supermarket 
merchandising, already proven 
the food field, will become in- 
creasingly important 
fields during the sixties. For this 
reason, the recent evolution 
the supermarket has broad impli- 


cations. 


Supermarkets achieved re- 
markable rate growth during 
the 1950’s. Between 1952 and 
1959, the number supermar- 
kets operation increased from 
16,500 over 30,000, and their 
share total food store sales rose 
from per cent. This rapid 
growth was accompanied two 
important trends: (1) supermar- 
ket operators increased the size 
their stores; and (2) they added 
numerous nonfood lines mer- 
chandise, including health and 
beauty aids, housewares, soft 
goods, magazines and_ books, 
phonograph records, toys, and 
stationery. Ten years ago, the 
average supermarket occupied 
8,000 square feet 
3,500 items. Today’s typical mar- 
ket occupies 16,000 
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Bruning Man Helps 


Turn Out Twice the Paperwork 


with 


MANUFACTURING CO. 
AVIONIC DIVISION 
RACINE, WISCONSIN 


Syd Murray (left), John Oster Manager Manufacturing, and Bill Burke, 
Milwaukee office, review the important time-and-money 
savings they have affected through the use modern Copyflex copying. 


ame Personnel! 


Production precision equipment for missiles has kept climbing John 
Oster Manufacturing Company’s Avionic Division plant Racine, Wisconsin. 
Yet, through the help the Bruning Man and modern Copyflex copying, the 
same clerical personnel now put out twice the production paperwork. 

With Copyflex, parts list form written typed once inexpensive 
translucent paper. Data added changed whenever desired this form, 
and Copyflex used produce work orders, material requisitions, cost con- 
trol copies, etc. slow, costly rewriting retyping information. 
manual copying errors. 

With mounting paperwork, why not spare yourself the expense 
and costly clerical work through the help the Bruning Man and Copyflex. 
Copyflex gives you copies for only each for materials for letter size. 


Call the Bruning Man—he’s your paperwork expert. located principal U.S. and Canadian Cities. 
Canada: 103 Church Street, Toronto Ontario. Headquarters: 1800 Central Rd., Mount Prospect, Ill. 


BUSINESS HORIZONS WINTER, 1960 


4 
F 
— \ 


square feet and carries more than 
7,000 items. Nonfood lines com- 
prise per cent the average 
sales and per cent 
its profits. 

The profitability nonfoods 
has stimulated vigorous expan- 
sion this direction. Grand 
Union, with its Grand-Way 
Stores, has carried this develop- 
ment its ultimate conclusion. 
The Grand-Way Stores occupy 
least 85,000 square feet, di- 
vided equally between foods and 
nonfoods. Over 25,000 nonfood 
items are carried, including ma- 
jor appliances, clothing, drugs, 
sporting goods, housewares, lug- 
gage, cameras, and hardware. 
Other chains such Weingarten 
and Henke-Pillot operate similar 
units. the present time, there 
are perhaps one hundred these 
“super general stores” opera- 
tion. 1970, this figure should 
increase seven hundred 
eight hundred. The “super gen- 
eral stores” will never dominate 
food retailing, but they reflect 
the increased importance non- 
foods the mer- 
chandise mix. During the 
constantly growing number 
supermarket operators will allo- 
their floor space nonfood 
items. 


The addition new lines and 
the construction larger and 
more elaborate stores has caused 
supermarket margins inch up- 
ward from per cent 1950 
per cent 1959. more non- 
food items are added, these mar- 
gins will continue rise. How- 
ever, the supermarket’s expense 
ratio and gross margin percentage 
will remain well below those 
conventional competitors 
some years come. 

Supermarkets have proved be- 
yond question that large stores 
can generate substantial operat- 


ing economies. They have also 
demonstrated that customers will 
accept self-service when buying 
wide range staple and 
semistaple goods. Finally, they 
have shown that self-service and 
mass-impact displays can lower 
selling costs and produce unpre- 
cedented sales and profits per 
square foot. These facts have not 
escaped other retailers. During 
the late variety chains be- 
gan convert self-service, 
units. the process, in- 
ventories were upgraded and di- 
versified. 1959, newly con- 
structed variety stores averaged 
25,000 square feet, compared 
5,000 decade ago, and 
approximately per cent all 
chain variety stores were op- 
Some and 
for example—opened 
stores occupying 100,000 square 
feet and more. These units carry 
ready-to-wear, appliances, hard- 
ware, housewares, and home fur- 
nishings addition conven- 
tional variety lines. 


Drugstores have undergone 
the same metamorphosis. 
1959, approximately per cent 
all drugstores were self-service 
units. Among chains, the figure 
stood per cent. The size 
stores has also increased rapidly 
—new units now average 10,000 
15,000 square feet. Some 
chains, such Cunningham’s 
and are now constructing 
stores containing 30,000 more 
square feet. These large outlets 
carry soft goods, housewares, 
sporting goods, toys, and other 
nontraditional lines. 


Self-service and mass-impact 
displays have also invaded the 
department store field. Many old- 
line department stores now oper- 
ate houseware, toy, and drug de- 
partments self-service basis. 
addition, quick-service check- 
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out counters are strategically 
cated throughout the store. 
Large, self-service stores, 
rying diversified inventories, will 
become increasingly important 
during the Constantly ris. 
ing costs and competition make 
this development imperative. 


1970, nonfoods will account 


per cent all food store sales. 
Drug, variety, 
stores will also obtain increas- 
ing proportion their 
from nontraditional lines. 
trend becomes more pronounced, 
the distinction 
types will continue blur. The 
growing similarity outlets will 
undoubtedly intensify price com- 
petition. Recent developments 
the discount house field confirm 
this prediction. 


DISCOUNT HOUSES 
The discount house, perhaps the 
most widely publicized innova- 
tion the has undergone 
startling changes during recent 
years. The early discounter oper- 
ated cramped, low-cost quar- 
ters. sold major appliances, 


carried skimpy inventory, 


fered minimum customer 
services, and invested little ad- 
vertising and display. Because 
these economies, his gross margin 
percentage ranged from 


per cent, compared the 


partment store’s per cent. To- 
day’s discount 
little resemblance this early 
prototype. 

Many discounters Masters, 
Korvette’s, Two Guys from 
son—have become department 
store chains. These firms 
soft goods, hardware, drugs, 
photo supplies, notions, house- 
wares, small appliances, furni- 
ture, and even food. They operate 
spacious, attractive stores rang 
ing size from 50,000 200,000 
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square feet; provide ample free and advertise exten- Discount houses, operating 
parking; offer variety cus- sively. 
tomer services, including credit 
and delivery; accept returns; and 
advertise extensively. Despite the 
expansion lines and the addi- 
tion services, discounters still 
operate low gross margins due 
primarily tight rein over- 
head, the use self-service, and 
constantly expanding volume. 
The overwhelming success dis- 


self-service basis, carrying 

The rapid growth closed- variety lines, and offering 
door discount houses another customer services, 
important recent rapidly during the 1960s 
These firms serve selected groups these 
ployees, union members, educa- retail sales; some areas and 
tors—on membership basis lines, their market share 
They operate large self-service larger. 1970, this 
200,000 square feet), 


credit, provide The continued growth the 
space, and stay open seven days discount house has several 
and six nights week. Their important implications. First, 
merchandise are similar drug, hardware, variety, and 
department store offerings. stores will increasingly 
Brothers, Devaga, and Sun, partments, laundromats, and dry petition. Traditionally, discount 
not changed rapidly, but they plants. few sell boats, have been problem only 
have long since abandoned many accessories, gasoline, appliance, furniture, jewelry, 
their original methods general insurance. Approxi- stores. The 
range durable goods, $300 million, are changed this 
large outlets, offer numerous operation. 


count department stores has re- 
sulted widespread imitation. 
Such newcomers Jubilee City, 
Family Fair, and Fair 
are expanding rapidly. 


Second, outlying retailers will 


Meet the man who would like 
your plant location consultant... 


Herman Steegman has accurate, current and complete 
facts 166 Indiana and Michigan communities. 


Here’s man who knows exactly what he’s talking about 
when helps you solve your plant location problems. 
has the facts 166 communities the service 
area. All the facts not just fragments information. 

Managers the I&M offices supply him with 
tailed, up-to-the-minute reports their communities. 
Reports containing information you need when you 
cate new plant. Information gathered from more than 
270,000 I&M customers who come from all walks life. 
That’s how can put your finger the heartbeat 
these cities and towns. There’s obligation, course. 


Call write: Herman Steegman, Industrial Development 
Indiana Michigan Electric Company, Fort Wayne, 
Telephone: Anthony 1331. 


MICHIGAN 
ELECTRIC COMPANY 


General Offices: Fort Wayne, Indiana 
Division Offices Fort Wayne, Marion and 
South Bend, Indiana 


AMERICAN ELECTRIC POWER 
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What the answer mother’s prayer? 


HAT mother never looks her little boy and sees man... 
never listens her baby daughter and hears woman’s voice? 
What mother has never watched her children playing and silently prayed 
that she will equal the needs and problems their youth and growing up? 


She constantly strives make her prayer come true. She sacrifices for it. 


She dedicates herself it. She tries guide without without forcing... 


shelter her children without hiding them from them without smothering. 
She does her best set example from which each child can learn 
lead and enjoy fruitful and happy life. 


she can all this...then mother’s prayer answered. 


Christmas Message from The Sperry and Hutchinson Company, Distributors Green Stamps since 1896 
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exposed discount-house com- 
petition for the first time. During 
the late discounters began 
move into fringe markets: the 
suburbs metropolitan areas 
and medium-sized communities. 
This trend will accelerate. Third, 
the new discount houses, despite 
inventory diversification, 
probably never elect compete 
the basis broad and deep 
assortments nor will they heavily 
promote fashion goods. Most will 
continue stock primarily fast- 
moving items staple 
semistaple nature. Consequently 
retailers who specialize par- 
ticular lines merchandise and 
who provide service will still 
important; the “boutique” type 
operation may, fact, secure 
important gains 


INTEGRATION 


The impending growth gi- 
ant, self-service discount outlets 
threatens the 
ence many small, conventional 
retailers. Offsetting economies 
must found the latter are 
compete: Integration offers 
possible solution. 

Corporate integration long- 
established tradition retailing. 
The growth chains and their 
subsequent acquisition manu- 
facturing facilities attest this. 
Contractual integration, how- 
ever, relatively new develop- 
ment. Under contractual integra- 
tion, independent firms agree 
undertake jointly certain activi- 
ties order obtain economies 
scale. The contracts binding 
the parties may cover narrow 
broad range activities; the 
relationships may formal and 
continuous informal and tran- 
sient. During the volun- 
tary groups, cooperative groups, 
franchise plans, buying clubs, and 
other forms contractual inte- 
gration grew rapidly. 


Voluntary and cooperative 
groups are closely related. the 
former, wholesalers sponsor 
groups retail stores. the lat- 
ter, retailers cooperatively own 
and operate wholesale facilities. 
Under both arrangements, stores 
concentrate their purchases, car- 
the same private brands, have 
common identification, and share 
advertising and promotional ex- 
penses. Voluntary and coopera- 
tive groups have expanded rap- 
idly the food field. the 
present time, they account for ap- 
proximately per cent total 
food store sales, compared 
per cent for corporate chains. 
Hardware retailers have also 
moved aggressively this direc- 
tion. Today, there are least fif- 
teen large voluntary and coopera- 
tive groups operating this field. 
Drug, variety, and auto accessory 
stores are also involved this 
movement. 

Franchise plans such those 
sponsored Howard Johnson, 
Rexall, Western Auto, Wal- 
and Rayco offer the same 
benefits retailers are offered 
voluntary 
groups. Franchise retailing grew 
rapidly during the 1950’s and, 
1959, least 50,000 franchise 
stores were operation. Res- 
taurants, ice-cream stands, drug- 
stores, and auto accessory estab- 
lishments thrived 
plans. 

Buying clubs typically involve 
less comprehensive arrangements 
than other forms contractual 
integration. Retailers participat- 
ing these clubs are primarily 
interested lowering merchan- 
dise and transportation costs. 
During recent years, numerous 
appliance, furniture, and auto 
accessory retailers have formed 
such organizations. 

Many manufacturers have 
moved the direction con- 
tractual integration develop- 
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ing plans that more closely relate 
own. For example, increasing 
number 
and maintain basic stocks for 
tailers; others premark 
Many provide variety coun- 
seling services, and some provide 
considerable financial assistance, 
moving these activities back- 
ward the channel distribv- 
tion, lower per-unit costs are ob- 
tained. 

The trend towards contractual 
integration will continue during 
the and retailer-supplier 
relationships will become closer. 
the case many small retail- 
ers and suppliers, the develop- 
ment such arrangements will 
necessary for survival. 


RANDOM TRENDS 


Various additional trends will 
emerge retailing during the 
next decade. Department stores, 
for example, will move more ag- 
gressively into telephone and 
mail-order selling. Department 
stores require constantly increas- 
ing volume order offset 
rising overhead costs, but un- 
fortunately, becoming more 
and more difficult attract shop- 
pers downtown. Mail and tele- 
phone selling offers one solution 
this problem. Currently, many 
large department stores obtain 
per cent their sales from the 
use these methods, 
figure could easily increase 
per cent 1970. 

Retail sales through vending 
machines will also increase rap- 
idly. Vending machine opera- 
tors have lost considerable sales 
through the years because 
tomers often lack the required 
change. 1959, two companies, 
the Corporation and the 
versal Match Company, devel- 
oped automatic bill changers. 
These devices will substantially 


the first international seminar 


marketing management 


February 5-18, 1961 
Indiana University 


Cosponsored 
the European Productivity Agency and 
the School Business, Indiana University 


The first International Seminar Marketing Manage- 
ment brings together thirty top-level executives from the 
United States and Europe two-week seminar devoted 
current problems and developments 
organization and management. The EPA has selected 
fifteen prominent business consultants and marketing 
executives representing the major industries Western 
Europe; the School Business has invited fifteen top 
marketing men from primarily 
marketing managers vice-presidents marketing. 


The program planned and co-ordinated the faculty 
the School Business, Indiana University, 
structured according marketing management topics. 
For each topic, one the nation’s well-known authori- 
ties serves seminar leader, and two other American 
business experts serve consulting faculty. Several 
evening seminar fireside chats are also planned which 
outstanding leaders from industry, government, and edu- 
cation will participate. All sessions are informal 
provide maximum opportunity for participation and inter- 
change views. 


the conclusion the seminar, report proceedings 
will published and distributed internationally 
between-issue supplement BUSINESS HORIZONS. 


PROCEEDINGS WILL MAILED WITHOUT 
CHARGE BUSINESS HORIZONS SUBSCRIBERS 


SEMINAR LECTURERS 
AND FACULTY 
TENTATIVELY INCLUDE: 


John Barr 
Harper Boyd 

Steuart Henderson Britt 
Victor Buell 

Rowland Burnstan 
Richard Christian 
Raymond Corey 
John Coulson 

Paul Courtney 
Ross Cunningham 
William Robert Davidson 
Alexander Duncan 
Robert Eckley 
Robert Eggert 
Truman Evans 
Edmund Faison 
Arthur Felton 
Albert Frey 
Frank Hankins 
Robert Holloway 
John Howard 
Charles Lazarus 
Robert Lear 
John Magee 
William Naumann 
Alfred Oxenfeldt 
Maynard Phelps 
James Rich 

John Sargent 

Seares 
Wendell Smith 
Arthur Tacy 
Maxwell Ule 

Albert Wayne 


OTHER PARTICIPANTS WILL 
ANNOUNCED LATER 
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increase vending machine sales 
and will expand the market 
permitting vendors merchan- 
dise items with high price tags. 
Conventional retailers will also 
move into the vending machine 
and Grand 
Union are already using banks 


business. Macy's 

Night openings and Sunday 
selling will become more impor- 
tant, too. the present time, 
approximately per cent all 
housewives are the work force. 
Husbands and wives, increas- 
ing numbers, are 
gether. These trends, which will 
continue, favor after-hours shop- 
ping. During the retailers 
will respond staying open 
more nights and Sundays. De- 
cisions the Supreme Court 
could change this, however. 
Three cases pertaining the 
legality Sunday selling are 
presently the Court’s docket. 


Trading stamps, controver- 


Listed and 


Securities 


buy... sell 
quote 


Over-the-Counter 


sial subject during the will 
not increase relative impor- 
tance during the Current- 
ly, retailers using stamps account 
for per cent total re- 
tail sales. Food stores and serv- 
ice stations make the most exten- 
sive use stamps, while usage 
other retailers sporadic. This 
pattern will not change signifi- 
cantly during the decade ahead. 

Retailers will continue at- 
tack costs during the and 
many will install electronic data 
processing equipment. Tradition- 
ally, retailing has not been 
heavily capitalized industry. This 
pattern changed somewhat dur- 
ing the Chains and de- 
partment stores, for example, 
mechanized their warehousing 
and clerical operations. Now sev- 
eral large retailers—Sears, Laza- 
rus, and 
among others are using com- 
puters. Their goal record all 
transactions the point pur- 
chase and then feed the informa- 


Call us, Collect, 
whenever can service you 


City Securities Corporation 


INCORPORATED 1924 
417 TOWER INDIANAPOLIS Phone MELROSE 8-1336 


Big enough serve you Small enough know you 
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Member Midwest Stock Exchange 


Orders executed all 
principal Stock Exchanges 


Complete statistical service: 


analyses companies, balance sheets, opinions 


tion into the computer. Once this 
goal achieved, both 


and inventory data can com. 


piled and analyzed almost jp. 
stantaneously. Electronic record. 
ing the point sale now the 
major problem. Optical scanning 
devices, still experimental, 
perfected within the decade 
complete the cycle. 


RETAILING will change constantly 
during the 1960’s. The growth 
shopping centers will irrevocably 
change traditional competitive 
relationships. The expansion 
units will alter conven- 
tional channels distribution 
and current trade practices. For 
example, direct selling, specifica- 
tion buying, and private brand- 
ing will become more important. 
Small retailers, more vulnerable 
than ever, will require more sup- 
plier assistance order 
vive. short, conventional pat- 
terns will abandoned; 
tition will keener, 
emphasis will innovation. 


this 
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INDIA 


FIRST for Years 


Industrial Growth 


Why was Indiana first among all major 
industrial states per-capita construc- 
tion for the 1950-1959 decade? 

Why was Indiana first among states 
per-capita construction for those 
years (and 58% ahead the runner- 
state the past years)? 

Why did Indiana have nearly times 
its per-capita share new construction 
those years (6.9% total U.S. con- 
struction with only 2.5% total U.S. 
population)? 

Why was Indiana’s portion total 
U.S. construction over times great 
(6.9%) the average for all other states 
(1.9%)? 


Figures from Bureau of Census, U.S. Department of Commerce 


Mail Coupon Today 


FOR FREE BROCHURE 


Much Industry Prefers 
Locate Debt-Free 


because... 


Indiana Has State Debt! Indiana’s 
Constitution forbids bonded state debt. 
Our new industries can’t billed for 
yesterday’s obligations! 


Only One Indiana Tax-Rate Increase 
manufacturer’s tax! sales value- 
added tax! net-worth penalty tax! 


Indiana the Center Everything: 
manufacturing and marketing center, 
population and warehousing center, 
shipping and distribution center! 


DIRECTOR, INDIANA DEPARTMENT COMMERCE 

STATE HOUSE 

INDIANAPOLIS, INDIANA 

Dear Sir: 

Please send copy your new 40-page brochure. 

| CITY STATE 
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BUSINESS POLITICS 


Tue Eprrors: 


For the past three years, have been intimately 
connected with the national program the 
United States Chamber Commerce designed 
interest businessmen and businesswomen active 
participation politics the local, state, and na- 
tional levels. 


that account, read Theodore in- 
teresting article “Business Should Stay Out Poli- 
tics” your Summer issue with very considerable 
interest. difficult for not feel that Mr. 
Levitt has misconstrued many the conditions 
relating businessmen politics. Let ask the 
courtesy your pages explain, briefly 
can, why. 


mistaken, believe, saying that “It 
the putative political power and influence un- 
ions that animates the corporate thrust into poli- 
tics.” then demonstrates his own satisfaction 
that union political activity indeed relatively 
impotent, and should not justify counteraction 
the part business businessmen. suggest that 
wrong two points. Labor influence im- 
portant and powerful; one need only ask for 
candid comment from either Mr. Kennedy Mr. 
Nixon this point. Labor political efforts have 
often failed. But labor prompt point out 
where they have been eminently successful (in 
Wisconsin, for example, and Michigan); and 
there doubt that labor trying constantly 
more effective than has been the past 
political affairs. 


But even granting the effectiveness labor po- 
litical action, this not the reason why business- 
men are more interested politics than the 
past. Quite simply, they want heard. They 
are longer content stand mute while all 
other segments our national society are speak- 
ing out public and therefore political matters. 


Their objective not—and repeat, not—to turn 


the clock back time place when corpora- 
tions attempted dictate local state political 
conditions, but rarely succeeded. The objectives 
businessmen are, instead, influence the cli- 
mate politics, and helping choose and 
elect the men who have public responsibility, 
attract increased attention sound economic and 
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social programs which are constructive but which 
will withstand the very real tests practical reali- 
ties which businessmen deal with constantly. 

This neither rank idealism, nor fogeyism. 
1960, this approach the honest approach 
considerable segment the American voting pub- 
lic which simply wants heard. 


Can business participate effectively politics? 
Mr. Levitt questions the ability corporations 
interest their executives and other personnel 
active participation politics. 

Yet the record open for all see, and sug- 
gests contrary conclusion. Already, more than 
150,000 businessmen and businesswomen have 
taken the National “Action Course 
Practical Politics” since was introduced 1959. 
Many companies have given other courses, and 
many social and fraternal groups have also initi- 
ated persons with business background orienta- 
tion into the mysteries practical political action. 


The result has not all been nugatory. For 
every junior executive who gave after the first 
precinct meeting (Mr. Levitt’s there 
are dozens more who have remained interested 
and active, and who have gradually come wield 
significant influence the affairs both political 
parties. simply not agree with Mr. Levitt that 
white-collar and managerial groups have 
political staying power.” From what other ranks, 
including the legal profession, are most politicians 
drawn, anyway? 

The probable results business interest poli- 
tics are not, Mr. Levitt suggests, disillusionment 
and impotence. sure, politics the science 
the possible, and involves compromise and con- 


cession. does any business negotiation. But 


also involves clear understanding objectives 
and how achieve them; and for this, the practice 
business valuable training. this, together 
with thoughtfulness, articulation, and concept 
practicality, that businessmen have offer 
politics this country. 

More and more them are coming forward 
participate, not the minions large small 
companies, but men whose interests are those 
business and economic and social progress. 
Having seen many them work, confi- 
dent that they will not fail; and equally con- 
fident that business and businessmen should stay 
politics. 


Parade Publications, Inc. 
285 Madison Avenue 
New York 17, New York 
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New Heyer Conqueror Paper Folder... 
lets you two things once 


Don’t confuse this with any folding machine you’ve ever seen, because this 
one different runs itself! the touch lever, the new Heyer 
Conqueror Paper Folder automatically feeds, folds, counts and stacks 

110 sheets minute and stops when the last sheet fed. 


You can leave this fine production machine unattended while automatically 
folds printed pieces they come from your duplicator offset press! 

This means getting your mailings out immediately, without the costly, 
time-consuming operation hand-folding. 


Now you can fold letters, invoices, statements, even multiples 
sheets stapled together, quickly, effortlessly the new Heyer Conqueror 
Folder. 


question about this machine will quickly pay for itself! 


Ask for information about ONE WEEK FREE TRIAL the new 
Conqueror Paper Folder—no obligation. hand-operated model 
available for shorter, occasional runs. And, most interesting all, 
prices Conqueror Folders are much lower than you’d expect. 


STYLED BY REINECKE & ASSOCIATES 


THIS FOLDING MACHINE DIFFERENT—THIS ONE RUNS ITSELF! 


for non-skip feeding contact paper outer top machine, for fast clearance highly visible re-set belt deposits 
advertising thin, medium, edges—do not smudge adjacent perma- paper jams, counter shows accu- sheets neat stack 
even coarse, glossy printed area. nent instructions should they occur. rately how many sheets adjustable receiver. 
sheets heavy papers, and fold diagrams have been folded. Turns off automatically 


1850 South Kostner Avenue VIA AIR 
Chicago 23, Illinois 


First Class Mail 


BUSINESS REPLY MAIL Permit No. 3689 


Chicago, 

Send for Postage Stamp Necessary Mailed the United States 

Information 

About one week 1850 South Kostner Avenue 

FREE trial Chicago 23, Illinois 
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copies quickly... 


ALL HEYER CONQUEROR SPIRIT DUPLIC 


Conqueror 


Here’s spirit duplicating its easiest and best! 

prints touch lever, the electric Heyer Conqueror 

Duplicator feeds, prints and counts 330 copies 

hundreds minutes—and shuts off automatically when the 
last sheet fed. 


Everything done automatically, leaving you free 


automatically other work the same time. Write, type, 


rule draw master. Use many colors. 
Conqueror Duplicators will print them perfect 
register single operation. New Sheet Separator 


Sheet separator feed feed wheels Feed tension control 
Vastly improved Sheet Separator Contact paper outer edges Assures non-skip feeding, 
Fingers eliminate side retainers for positive forwarding lightweight papers cards— 
and tricky adjustments one sheet at a time. even newsprint. 


Please send literature and information abouta 
ONE WEEK FREE TRIAL Conqueror Paper Folder. 


Please send FREE Personalized Memo Pad and 
information about ONE WEEK FREE TRIAL ofa 
Conqueror Spirit Duplicator. 


COMPANY 


ADDRESS 


CITY 


OUR PHONE NUMBER 


ATORS OFFER THESE UNEQUALLED FEATUR 


pirit 


Feed, with Adjustable Feed Wheels and 
sion Control, assures positive, nonskip 
thin papers cards—even newsprint—from 

Here’s machine that quickly pays for itself! 
For those whose needs are occasional, 
operated model also available. And, most 
esting all, prices Heyer Conqueror Duplic 
are much lower than expect. 


Unique feed drive Counts 
Nationally honored for Shows exact 
engineering excellence, copies printed 

smooth forward motion. quickly re-sets 


Send for your 
FREE 
memo pad and 


20D 


FOR INFORMATION 
DETAILS ABOUT 
ONE WEEK FREE TRIAL 


1850 South Kostner Avenue, Chicago 
Printed in U.S.A. 
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BEHAVIORAL SCIENCES 


Tue 


the academic world management, the area 
that has generated the greatest interest and con- 
troversy the past few years, and that has re- 
ceived much comment Business Horizons, has 
been that the role the behavioral sciences 
the study and practice management. Though 
this interest still the increase and though 
much lip service has been paid this area 
study, there little evidence concrete results 
and much evidence confusion. The confusion 
stems mainly from the fact that the initial step 
the development this and any new area study, 
namely the definition and scope that field, has 
not been clarified. 


This letter attempt provide the defi- 
nition and indicate the scope the behavioral 
sciences the hopes that this will lead more 
concrete studies and less confusion. 


The term “behavioral sciences” has generally 
been utilized conjunction with the social sci- 
ences. The Ford Foundation, distinguishing 
behavioral sciences from the social sciences, has 
perhaps been the most influential factor making 
this term popular. Thomas Carroll, Vice-Presi- 
dent the Ford Foundation, states the Journal 
the Academy Management December, 
1959: “In all likelihood the social and behavioral 
sciences will applied increasingly problems 
business administration. The relevance 
economics has always been apparent, but the ap- 
plications other social sciences, particularly 
psychology, sociology, and social anthropology, 
are still the pioneering stage.” 

Usually, psychology, sociology, and cultural 
anthropology are considered the three main be- 
havioral sciences. The study human behavior 
the common bond these three disciplines. The 
main distinguishing characteristics among them 
are that psychology emphasizes individual be- 
havior, sociology deals mainly with group behavior 
modern society, and cultural anthropology de- 
votes most its efforts the study behavior 
among primitive groups. The eventual objective 
these sciences answer the question “why” 
human behavior. 


systematized knowledge pertaining the way 
people behave, the relationship between human 
behavior and the total environment, and the rea- 
son people behave they do. Acquiring 
edge why people behave they the most 
outstanding characteristic behavioral science 
and the most difficult area inquiry, since must 
based the successful study how people 


behave and the relationship between the total 
environment and human behavior. large portion 
the psychologist’s, sociologist’s, and cultural 
anthropologist’s time devoted the latter areas. 
and large, the sociologists have been most suc- 
cessful studying the way people behave; the 
anthropologists investigating human and en- 
vironmental relationships; and the psychologists 
determining the reasons for human behavior. 
Attempts co-ordinate and combine these fields 
for mutual benefit have already been made, 
the area social psychology, leadership studies, 
and culture and personality studies, but efforts 
this direction are not strenuous one would 
hope for. 

All behavioral sciences are social sciences, but 
the converse not necessarily true. The common 
characteristic both that the human being 
their central theme. social science minimally 
defined body systematized knowledge per- 
taining the activities human beings. Thus, 
history, social science, may defined sys- 
tematic written account past events. The study 
human activity the past has great bearing 
history; but history does not attempt explain 


the reasons for human behavior. Management, an- 


other social science, the process achieving 
desired result through the intelligent use human 
effort, but does not necessarily attempt delve 
into the areas inquiry the behavioral sciences. 
When questions human behavior become im- 
portant, the behavioral sciences usually step in; 
and another science attempts investigate these 
areas within its own discipline, that discipline 
approaching behavioral science. 

The areas inquiry behavioral science are 
not, and should not become, the monopoly the 
anthropologist, the sociologist, the psychologist. 
Some managers may much better position 
study their workers from behavioral science 
point view than sociologist, psychologist, 
anthropologist would be. Similarly, many his- 
torians have successfully entered the fold the 
behavioral sciences their historical studies. The 
anthropologists, the sociologists, and the psycholo- 
gists, however, still remain the “professionals.” 

The behavioral sciences will not provide any 
easy immediate solutions any particular 
business problems. They will provide theories, 
methods, and research findings that can 
value the further development business ad- 
ministration both science and art. How- 
ever, the behavioral scientists will not voluntarily 
make their contributions applicable and available. 
investigate these fields, separate the valuable from 
the useless, adopt the necessary ideas, promote 
research within the areas that will special 


BUSINESS HORIZONS WINTER, 1960 


ree 
Feed 
feedin 
a h Yo 4 
nost 
ct numb » 
rinted 
sets 
; 
ORATE! 
23, 


significance us, and integrate the knowledge 
from the behavioral sciences into the study and 
practice business administration. 


MANECK WADIA 


Ford Foundation Professor, 


Administrative Science Center 
University Pittsburgh 


THE VALUES SAVING 


Both from the name and the content your maga- 
zine know that you are committed the doctrine 
economic growth for our country. wonder, 
however, you neglecting most important 
ingredient growth—saving! 

While economic growth usually thought 
increased output goods and services, economic 
growth can achieved only increases our 
capacity produce. How get increased ca- 
pacity? adding our accumulation capital 
goods and our individual and collective 
edge and skills. How this? saving. 

look first our need for increasing our 
knowledge and skills. Surely more productive 
economy, our people must have greater technical 
training earn living, better general education 
understand the world which live and 
adjust more rapid rate change. How 
pay for education and training? Out savings! 

are continue place the burden 
higher education the families whose children 
college, personal savings for children’s edu- 
cation must increase tremendously. Families have 
more children, the children are more likely 
college, and college expenses are increasing. 
Put them all together, and it’s easy see that 
families must earn more, spend less—and add 
greatly their savings. 

But what move the direction financ- 
ing college education through loans and scholar- 
ships? The answer the same. loans and schol- 
arship funds are increase, someone must save 
the funds for them, either donate the colleges 
their choice deposit financial institu- 
tions. Thus, matter how higher education 
financed, the great need for saving. 

Neither students nor their parents pay all the 
cost education, however. The land, buildings, 
laboratory equipment, library collections, and 
even our dormitories and union buildings have 
traditionally been financed donors who gave 
their accumulated savings taxpayers who 
were willing pay more taxes than they re- 
ceived back current benefits. these arrange- 
ments are continued, people must consume 
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less than they produce, which the best way 
define saving. 

doubtful whether families will pay for their 
children’s education occupying cheaper and 
less desirable housing. the contrary, improved 
standards housing must expected accom- 
pany our economic growth. How are going 
pay for well over million new and better houses 
each year? Out savings. 

The funds needed each year for new plant and 
equipment, whether for expanding actual ca- 
pacity, for improving quality, for lowering the 
cost product, must also come from savings. 
The same also true funds needed for roads, 
streets, sewers, and other necessary public im- 
provements. But these areas, have corporate 
saving and taxes part all the job, and 
tend play down the role personal saving. 
None these devices really work, however, un- 
less stockholders and taxpayers are willing con- 
sume something less than they produce, which 
saving. 

Great our need for saving for our own 
growth, the total fades into insignificance when 
consider how much might want and have 
save provide capital and education for much 
the rest the world. cannot meet our obli- 
gations this area consume most what 
produce—hence, limit our saving. 

All this, course, the simplest econom- 
ics. Unfortunately, however, too many 
learned our economics the Great Depression 
when were spending little nothing for new 
plant and equipment, new houses, and new 
schools, and when thought economic growth 
had ended. Lord Keynes pointed out the 
dangers not matching saving with investment, 
but such environment the dangers were as- 
sumed arise from oversaving. The truth that 
saving must equal investment any period, and 
that the danger times like the present—and the 
foreseeable future—is that there will under- 
saving. 

All this way background for sug- 
gestion that Business Horizons use its pages the 
good cause promoting saving; opposing tax 
and other legislation that tends discourage sav- 
ing, both personal and corporate; reporting new 
and effective means increasing the flow sav- 
ings into our savings institutions. can think 
greater contribution your excellent and forward- 
looking publication can make for continued eco- 
nomic growth. 


ARTHUR 
Director, Bureau Economic Studies 


Macalester College 
St. Paul, Minnesota 
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“What’s bad 
about basing the budget 


Management men, seeking reliable guide 
advertising appropriations, often settle 
percentage sales. The following commentary 
this practice was written Bergfeld, 
President the internationally known manage- 
ment consultant firm Stevenson, Jordan 
Harrison, Inc. 


“Past practices your own your com- 
petitors will produce magic ratios which 
you can either judge budget the right amount 
advertising automatically percentage 
past sales. 


“Plans for increasing sales volume, sales revenue 
and resulting profits product and territory 
divisions, can better analyzed and 
approved considering advertising pro- 
grammed cost associated with specific 
profit plans and measured against specific 
results. 


“Programming advertising costs measured, 
reasoned and integrated part future profit 
plan usually results better plan and better 
actual future 


ASSOCIATION INDUSTRIAL ADVERTISERS 


271 madison avenue new york telephone murray hill 


Organization over 4000 members engaged the advertising and marketing industrial products, with local chapters ALBANY, BALTIMORE, BOSTON, BUFFALO, 


CLEVELAND, Denver, HAMILTON, ONT., HARTFORD, INDIANAPOLIS, Los ANGELES, MILWAUKEE, MINNEAPOLIS, 


N 
NEWARK, New PHILADELPHIA, PHOENIX, PITTSBURGH, PORTLAND, St. Louis, SAN FRANCISCO, TORONTO, ONT., TULSA, 
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serving major growth industries 
the nation’s advancing economy... 


PRODUCTS 


CONSTRUCTION PRODUCTS 


Cement Aggregates 

Prestressed concrete products 

Precast concrete pipe and structural elements 
Brick and tile e Cement admixtures 

Electrical products 


PAINTS, FINISHES AND COATINGS 


Consumer 
Maintenance 


ADHESIVES, RESINS AND CHEMICALS 


DYESTUFFS 


PRINTING 


SEALANTS 


METALLURGICAL PRODUCTS 


Metal powders, pigments, hie 
abrasives, and alloys # 


MACHINERY AND EQUIPMENT 


Environmental and control 
Construction 

Pulverizing and dust collecting 
Vacuum furnaces 


CLEANING PRODUCTS 


The startling dimensions America’s economic growth and expanding 
markets have been projected special report, Years Ahead: 1960 
The significant conclusions this professional study have far-reaching 
implications for every thoughtful executive. You are invited send for copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois. 


Progress through Research 


BUSINESS HORIZONS WINTER, 1960 


INDUSTRIES SERVED 


Construction — highways, airports, 
bridges, dams, sewer, 

drainage and irrigation systems, 
public, industrial, commercial 

and residential buildings, farm and 
military structures, railroad 

and waterway facilities 


Automotive e Construction 

Electrical equipment and consumer products 
Farm and construction equipment 

Forest products 

Furniture and office equipment e Metal fabrication 
Oil and gas transmission e Packaging 
Transportation and industrial equipment 


Electronic components e Foundry 
Insulation materials 

Plywood and hardboard 

Paints and coatings 

Pulp and Paper 


Agricuitural products 
Chemical e Construction 
Glass e Steel 

Paper and paperboard 
Water and waste treatment 


Chemical 
Textile 


Electronic equipment 
Metal and glass products 
Packaging e Plastics 
Publishing 


Aircraft 

Automotive and transportation 
Construction e Electrical communications 
Foundry e Household appliance 

Home and industrial maintenance 


Aircraft and missile 
Automotive e Chemical 
Electronic e Electrical 
Paint e Printing ink 
Plastics 


Aircraft and missile 

Chemical e Concrete products 
Foundry e Heavy construction 
Metal fabrication 

Tobacco processing 


Household, commercial, public 
and industrial maintenance 
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American-Marietté 
Company 
Chicago 11, 


The New Conflict and Money 


HARPER, JR. 


DOLLARS and hours that people have 
spare are significant determining 
how they live, the shape markets, the suc- 
cess various product categories, and the 
size our national economy. Time and mon- 
generally create opportunities for each 
other, but sometimes they are conflict. 
This conflict occurs when leisure and dollars 
are poorly balanced, and the results are well 
worth study relation individual, busi- 
ness, and national goals. 


The particular boast our way life 
advanced freedom choose. have 
unmatched multiple choices how and where 
live, what eat and drink, what see 
and hear, how dress, where go. This 


Mr. Harper Board Chairman and President McCann- 
Erickson Incorporated. 


range choice made possible because 
combination money and time, or, more 
properly, discretionary money 
tionary time. The achievement the United 
States has been provide more people with 
more discretionary money and time than any 
other society history. 

remarkable that leisure has been ac- 
quired people general such com- 
paratively recent years. Thorstein Veblen 
pointed out The Theory the Leisure 
Class, leisure was once the symbol aristoc- 
racy. nobleman was nobleman virtue 
his exemption from productive work. His 
exertions were dedicated the honorable 
profession arms and the high-born ex- 
citement the chase, while for the rest 
the population, working was synonymous 
with living. 
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HORIZONS 


When Thomas Jefferson was president, the 
work week was almost eighty-five hours; 
the end the Civil War, was more 
humane seventy; and the turn the cen- 
tury, had dropped sixty. the time 
the 1929 crash, was down fifty; and 
now, thirty years later, has contracted 
another ten hours. manufacturing 
employee works less than 2,000 hours year, 
contrast 3,000 hours 1900. Moreover, 
these 2,000 hours include paid holidays that 
were unknown workers twenty years ago. 


What have been the pressures for less work- 
ing time? Hours were first taken out the 
work week for health and humanitarian rea- 
sons. During the depression the thirties, 
hours were reduced spread work. re- 
cent times prosperity, the work week has 
been reduced further that people may 
enjoy life more fully. This fact suggests the 
first several propositions that might 
consider: Average leisure time increases from 
year year by-product our gains 
productivity. 

Todays worker produces about four 
six times much his grandfather did, de- 
pending his occupation, and has about 
twenty hours more leisure time. addi- 
tion 40-hour work week, his fixed time 
segments include 56-hour sleep week, 
10-hour transportation week, and, let say 
arbitrarily, 6-hour grooming week, along 
with 10%-hour dining week (assuming 30- 
minute meals and omitting discretionary time 
spent around the table). This means 
leisure week 45% hours, hours more 
than the average work week. 

But even more leisure sight: All fore- 
casters agree that the trend toward fewer 
hours the job will continue. few years 
ago, saw frequent predictions that four- 
day work week would arrive the sixties; 
and conceivably, with automation and atom- 
energy. this could come about toward the 
end the decade. But right now, the four- 
day work week—with all its opportunities 
and problems—seems little farther away. 


more likely that working time will shrink 
thirty-eight hours 1970. 

second proposition that gains dis- 
cretionary income create pressure for more 
discretionary time. This happens through 
normal desire for more free time spend 
extra dollars and through patterns over- 
time wages. 

the turn the century, almost all fam- 
ily income was spent for the essentials 
food, clothing, discretionary 
spending was luxury belonging very 
small group. 1947, the revolution per- 
sonal income had lifted about half the 
country’s family incomes more than 
$4,000 annually. The trend continuing 
fast that 1965, three-fourths all families 
will have $4,000 more annually, and one- 
fourth will have $8,000 more. the end 
the sixties, the problem subsistence 
groups will largely, not entirely, elimi- 
nated. 

Today, the economy affected $120 
billion discretionary spending. With these 
dollars scorching the pockets consumers, 
understandable that people are putting 
new premium their free time. Somehow 
they manage satisfy simultaneously the 
twin longings “If only had the money” 
and “If only had the time.” Not only are 
holidays and vacations almost invariable issues 
collective bargaining, but not uncom- 
mon for office workers extend their normal 
vacation leaves absence, particularly 
for foreign travel. 

almost customary that workers gain 
added leisure time the course wage 
negotiations. The motive frequently re- 
duce the normal work week order in- 
crease earnings through overtime pay. 
result, additional personnel are hired 
avoid excessive overtime, and workers find 
more time for barbecues, bowling, build- 
ing spare room the attic. this way, 
demand for more discretionary money has 
brought more discretionary time. This well- 
established sequence another reason for 
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expecting further abbreviation the work 
week. 


third proposition this: Leisure time 
not simply attribute modern life; 
pervasive force shaping it. Because lei- 
sure usually thought something pas- 
sive, seldom regarded dynamic in- 
Nevertheless, might argued that there 
had not been two-day week-end, today’s 
suburbs might not have been created; 
the 40-hour week had not evolved, ex- 
urbanites would not have time for commut- 
ing—with few hours left for golf, Scout 
meetings, shopping centers, and care the 
lawn. might also said that industries 
basic automobiles, housing, and textiles— 
leaving aside the recreational industries 
travel, television, and boating—would not 
have approached their present levels pro- 
ductivity our leisure class had not been 
made virtually the whole population. 

The influence leisure the economy 
can explored far more thoroughly than 
has ever been. significant, for example, 
that our tremendous auto production often 
credited paved roads, and cars and roads 
are said responsible for suburbs. These 
unquestionably were contributing causes, but 
was pattern increasing leisure. 

natural that should have concen- 
trated work creator output, but 
what should also determined are the pro- 
portions work and leisure that provide 
optimum balance. were suddenly 
return 60-hour 70-hour week, 
could conceivably plunge ourselves into 
depression drying the market for 
leisure-time goods. Just obviously, too lit- 
tle work would leave without adequate 
goods supply the market. 

Historically, free time and extra dollars 
have worked together raise living stand- 
ards: People have acquired spare time and 
money almost simultaneously. possible, 
however, identify certain developments 


which time and money seem out balance. 
This leads the fourth proposition: Time 
and money come into conflict when there 
too little one make satisfactory use 
the other. 

familiar example the American execu- 
tive who finds that while may have dis- 
cretionary money, has less discretionary 
time than the average person. Fortune 
magazine survey top executives showed 
that almost one-third have work week 
fifty fifty-five hours. Even bankers not 
enjoy bankers’ hours any more; typical 
bank executive puts some fifty hours 
week. Many professional men also share with 
executives relatively long work week. One 
study showed that one-half all physicians 
private practice work some sixty hours 
week. 

expected that, over the next ten years, 
the managerial and professional group will 
increase twice the rate wage earners, 
and one segment the population will not 
share equally the benefits increasing 
leisure. This not suggest that the time 
and money conflict will significantly affect 
marketing, since some the dis- 
cretionary dollars find their way into leisure- 
time purchases—if not for his own benefit, 
for that his family. The executive may find 
himself conflict, caught between gen- 
erous checkbook and rigid calendar. One 
implication obvious: group that espe- 
cially motivated through interest and ability 
make good use leisure getting less 
leisure. 

Another group, known the “moonlight- 
ers,” also find that ample income and limited 
time create conflicting pressures. More than 
million workers now hold two jobs. 
more and more common for man coming 
home from work day that ends four 
have nap and supper and start 
out another stretch, perhaps driving 
taxi, going the rounds watchman, 
teaching night school. Here group for 
whom leisure has less meaning than had 
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for people fifty years ago. Their incentive 
seems find more discretionary dollars 
buy home, send children through col- 
lege, finance boats and swimming pools 
that the rest the family can enjoy. 

more direct example time and money 
out balance found among our increas- 
ing numbers the elderly citizens. Here 
the reciprocal the executive’s 
moonlighter’s conflict since the elderly find 
themselves with lots time but very mod- 
est income. This segment the population— 
those sixty-five years age and over—now 
numbers almost million and will reach 
million 1970. Four-fifths this group 
have income under $2,000 annually, and 
only per cent receive more than $5,000. 
This average may rise somewhat recently 
established pension plans begin operate 
and social security extends its benefits. 
But, generally, can said that while the 
elderly may have time kill, they not 
have money burn. 

With greater longevity and better health, 
older people are enjoying their abundant lei- 
sure more and more. This enjoyment creates 
desire for more discretionary income, which 
may obtained through part-time work 
through demands for more liberal old-age 
pensions. Rising income may gradually ease 
this conflict ample time and meager funds 
and create balance. 

can assume, then, that ideally there 
optimum balance time and money 
suit different interests, occupa- 
tions, and age groups, and this suggests the 
next proposition: There optimum bal- 
ance between time and money for specific 
product categories. 

does not take much insight realize 
that expenditures for travel, boats, and swim- 
ming pools require not only discretionary in- 
come but discretionary time, and this com- 
bination has created leisure market that 
now exceeds $40 billion. Its chief compo- 
nents are recreation and domestic travel, $17 
billion; television, phonographs, and radios, 
billion; gardening equipment, $3% billion; 


boating and photography, more than bil- 
lion each; and swimming pools—which are 
finding new customers income groups 
$7,000 and up—$600 million. 

These are the now-classic items leisure- 
time purchasing. But there are 
ucts—food specialties, beverages, clothing— 
which are sold day in, day out and owe their 
popularity leisure time. Leisure encourages 
entertainments; this turn helps sell 
greater variety foods, beverages, and items 
home decoration. also promotes pam- 
pering and self-indulgence that 
the form fastidious grooming and even 
dandyism. 

range products, from boats mink 
lesser degree. boat requires both discre- 
tionary time and money; mink coat requires 
only discretionary money. Any these prod- 
ucts has its own optimum combination 
discretionary income and time. 
leisure over the next ten years may, there- 
fore, important consideration the 
marketing many products other than those 
for strictly leisure-time use. 

The next proposition may 
way: are far more adept counting mon- 
than counting the blessings leisure. 
All through history sentiments may found 
both praising leisure and warning against it. 
Disraeli pointed out that “Increased means 
and increased leisure are the two civilizers 
man.” Aristotle wrote that “The aim all 
education the wise use leisure.” Samuel 
Johnson said that “Money and time are the 
heaviest burdens life, and the unhappiest 
all mortals are those who have more 
either than they know how use.” The late 
warned that “Too much leisure with too 
much money has been the dread societies 
across the ages. That when nations cave 
from within.” 

possible build case show either 
that are the brink decadence 
the verge popular renaissance. could 
undoubtedly raise our cultural level: 
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might well catch our reading. Dr. 
Gallup tells that any time, only three 
out twenty are reading book, com- 
pared with eleven out twenty England. 

Then, inevitably, there television. 
can interpret watching television many 
ways—as form escape, mental stimula- 
tion, new kind participation the 
world. Adults—men and women over years 
age—today spend per cent many 
hours watching television (during the fall- 
winter schedule) all the gainfully em- 
ployed spend work. Many these hours, 
course, include news cultural program- 
ming and can credited the side self- 
improvement. 

other cultural uses leisure time, 
encouraging read that 
ance, concert audiences, and classes adult 
education are all increasing; well, people 
are spending more and more leisure time 
creative expression their talents all 
the arts and crafts. 

Another promising fact that people 
different walks life share constructive 
plans for their leisure time remarkable 
degree. Gallup study the national mood, 
made for leading periodical, 
question: “As you look forward the next 
year, 1960, what you plan your 
leisure time that you have not had oppor- 
tunity this year?” The desire travel 
was listed per cent the professional 
and business respondents, and per cent 
the white-collar workers, per cent 
the skilled-manual workers, per cent 
unskilled-manual workers, and per cent 
the farmers who answered. Cultural plans 
were indicated per cent the pro- 
fessional and business group, per cent 
the white-collar, per cent the skilled- 
manual, per cent the unskilled-manual, 
and per cent the farmers. addition, 
the range preferences groups 
was not wide. Twenty-four per cent the 
families with incomes over $10,000 planned 
travel, did per cent those with 
incomes between $3,000 and $5,000. 


achieve even greater leisure, people may 
develop patterns guilt for what they may 
have much lower threshold tolerance 
than Puritan days, when the colonists 
passed laws “in detestation idleness.” 
traditional hymn many churches “Work, 
for the Night Coming.” But can still, 
happily, distinguish between leisure and idle- 
ness—and possible that still more time 
our hands may drive more self- 
critical its use. 

All this suggests seventh proposition: 
Discretionary time, well discretionary 
dollars, will become more and more the ob- 
ject business competition. People are still 
more likely say can’t afford it” than 
can't find the time,” but increasing con- 
cern with time may important factor 
their buying not buying. 

Every advertisement that sells hi-fi, tele- 
vision sets, do-it-yourself kits, language 
courses appeals not only for place peo- 
ple’s budgets but for slice their time. 
Advertisers these and similar products 
will obliged demonstrate that their 
products are, literally, worth-while, and 
possible that may some day have “buy- 
market” leisure rather than 
market.” 

The rush the suburbs, the popularity 
television, and the dozens do-it-yourself 
and recreational interests have resulted 
families spending between and per cent 
their spare time the home. possible, 
however, that this trend has reached ceiling 
and that people may ready for new forms 
gregarious entertainment. current exam- 
ple such entertainment the recently 
introduced giant bowling alley with forty 
fifty lanes. Equipped with restaurant, 
snack bar, nursery, and laundromat, this new 
emporium supermarket social center, and 
revenues from collateral attractions exceed 
those for bowling. The giant bowling alley 
indication, perhaps, that can look for- 
ward countertrend today’s dominant 
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interest the home and revival the 
social patterns the days before television 
and the suburban explosion. But can 
sure that business and the 
higher culture will bid aggressively for our 
leisure. 


eighth proposition this: The chang- 
ing ratio work leisure controlling 
factor the size our gross national prod- 
uct. Over the years, gains productivity 
have been the source more leisure and 
greater output. every per cent advance 
productivity, have applied per cent 
toward shorter work week and per cent 
toward producing more goods. This division 
the benefits productivity has given 
higher living standards and fewer hours 
work than any other people enjoy. ar- 
rived the 1:3 ratio through master plan; 
simply combined with other economic 
forces place where are today. 

fact, have not, nation, stipulated 
certain volume gross national product 
the volume plan achieve, the 
way that company normally plans its year’s 
production. some extent, let happen; 
but are now faced with economic war- 
fare. Our success the contest and our 
ability support world commitments will 
depend certain high level output. 

For this reason, may required 
make the ratio work leisure matter 
national policy. would not, course, 
compulsory ratio, but least would 
stated goal. The difference that 
hour two the work week can make 
the future our gross national product 
quite revealing. should continue 
40-hour week and maintain the productivity 
gains the last ten years, should have 
GNP almost $858 billion 1970. With 
work week hours, this total would 
drop $817 billion; hours, would 
fall $772 
tracted from the work week will make dif- 
ference the 1970 almost $50 billion 


short, two hours sub- 


sum greater than total economy 
today. may that will far outstrip 
the iron curtain countries that this difference 
will unimportant. any event, pos- 
sible will have add, pass up, every 
$50 billion somewhat more deliber- 
ately than have the past. 

noted earlier this article, hours are 
often taken out the work week side 
issue bargaining over wages. This is, 
effect, determining working time the basis 
extraneous issue. The individual does 
not take part these decisions, and the add- 
leisure achieves may fact com- 
workers are glad have work week 
hours, and hours are not uncommon 
the machinery industry. Workers’ attitudes 
are further revealed the fact that third 
panel West Coast residents, when 
asked about four-day week, said they would 
use the extra day get second job. 

this point, discretionary time and 
discretionary income have been contrasted. 
Let now substitute for money the creation 
wealth. Money can regarded simply 
expression output. this sense, lei- 
sure and output can said the two 
products our economy. Here face the 
danger another conflict time and money 
—of leisure and output—that more complex 
and comprehensive than the conflicts men- 
tioned earlier. For have too little work 
for adequate output too little leisure for 
adequate consumption, conflicting pressures 
build that can upset the economy. 

Just our present work week creates dis- 
cretionary income, leisure, too, directly 
responsible for discretionary spending. 
takes prosperous country support mar- 
ket for second cars, boats, fishing tackle and 
paperback books. That say, people must 
work long enough hours produce wealth 
for this market. the other hand, ample 
leisure time needed make use these 
products. The right balancing work and 
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leisure, therefore, necessary thriving 
economy. 


CONCLUSION, appears that have much 
learn about the optimum balance work 
and leisure; and great deal learn about 
terns, our national way life, and the 
behavior markets, well our national 
economy and world position. 


final comment the uses leisure: 
nation, are often criticized for pre- 
vailing materialism. sometimes give the 
impression that our increasing leisure sim- 
ply economic necessity provide time for 
discretionary consumption end it- 


self. But our economy achieves much more. 
country with free institutions, one 
can dictate the uses leisure. When take 
out our productivity gains leisure, are 
producing units freedom the fullest 
sense. one publishes figures the pro- 
duction freedom, but one would guess that 
outproduce other nations the world. 


Never before have masses mankind 
known this freedom that abundant leisure 
confers. have economists study work 
and output, and may need other special- 
ists—perhaps blend economists and so- 
ciologists, well poets and philosophers— 
study leisure. 


“pass” the time; they not save accumulate use it. 
And they are intent passing the time, not budgeting it. Although 
city people say that this picture changing, that they are now made 
aware the need use time, the attitude still widely prevalent, 
even the area private life among the urban groups. 

The clock not master the Greek: does not tell him get 
up, the field. most villages, spite recent changes, the 
peasants still get sunrise dawn the fields, and return 
sundown. The day made for work. night women visit and gos- 
sip; men join them the there story-telling, and 
ardent political discussion; and for any work done after dark, “the 
day takes look and laughs.” Wherever there law the 
contrary, man opens his store due course, not the clock; how- 
ever, the cities now functions under clocked time because 
comes under government and union regulations. Even the United 
States, though conservative Greek business men have adapted their 
business life the time the clock, their private life and social 
gatherings they function irrespective the clock. 


—Margaret Mead, Editor 


CULTURAL PATTERNS AND TECHNICAL CHANGE 
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International Competition 


the American Steel Market 


NCREASED STEEL imports and the domestic 
aroused public interest the competitive 
position American steel versus foreign steel 
products. Steel imports have become par- 
ticularly troublesome problem, and the whole 
import-export picture now confused that 
subtle but essential changes tend ob- 
scured. Foreign steel imports are often re- 
they were combated all costs, 
whereas allowances are made for the bene- 
fits increased international trade, for 
the benefits our economy from the profits 
U.S. steel producers with investments 
foreign steel industries. Uninformed dis- 
cussion about steel industry wages and pro- 
ductivity has been coupled with ominous 
predictions permanently lost markets and 
unemployed workers; objective analysis the 


Mr. Revis and Mr. Hardy are economists with the Joint 
State Government 
vania. 


Commission, Harrisburg, Pennsyl- 


over-all picture tends less spectacular 
but more rewarding assessing our present 
situation and our future prospects. 


HISTORICAL PATTERNS 


American steel exports normally exceed im- 
ports, but 1959, the year the prolonged 
steel strike, foreign steel poured into the 
United States record quantities. 
ance for the year, imported almost mil- 
lion tons more than sent abroad, and im- 
ports million tons accounted for about 
per cent domestic supply. (Domestic sup- 
ply defined total shipments plus imports 
less Although the domestic steel 


shipments” used calculate domestic sup- 
ply consists all shipments steel products less ship- 
ments members the industry for conversion into 
further finished products for resale, thus covering 
100 per cent all industry shipments. For purposes 
this article will differentiate between direct steel 
imports such shapes, plates, rails, bars, pipes, and 
wire products, and indirect steel exports the form 
finished products such automobiles and machinery. 


Imports Percentage Domestic Supply 


PER CENT 

1935 


industry had been absorbing increasing 
amounts imported steel for several years, 
many Americans recently became aware for 
the first time imported steel factor 
the national economy. 

Import tonnages have risen significantly 
the past ten years. comparison two post- 
war decades, the pro- 
vides good long-run perspective. The better 
part both periods was marked prosper- 
ity and even boom conditions. During the 
twenties, the average percentage imports 
domestic supply was nine-tenths per 
cent. the decade the fifties, had 
doubled 1.8 per cent, and the evidence 
suggests long-range shift steel trade 
terns (Figure 1). The relative increase 
imports appears structural change and 


COMPETITION THE STEEL MARKET 
Ficure 


not just “bubble” the statistics brought 
about general postwar expansion. 

the recent excitement, many people for- 
got that imports are only one side the coin, 
and that weighing their significance ex- 
ports should also considered; exports can 
offset decreases production and employ- 
ment resulting from higher imports. 

Exports exceeded imports volume until 
the strike year 1959, but the statistics 
exports suggest that their relative volume, 
contrast that imports, has shown 
discernible cyclical secular 
change. During the depressed the vol- 
ume steel shipped outside the United 
States was, would expected, substan- 
tially lower than the war and postwar 
periods. Exports percentage total steel 
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TABLE 


United States Imports Steel-Mill Products Percentages Domestic Supply, 1950-59 


Semi- Shapes Wire and 
Finished and Rails and Bars and Pipe and Wire Tin-Mill Sheets and 
Year Steel Plates Steel Tubing Products Products Strip 
1950 7.0% 3.3% 1.5% 2.2% 0.1% 0.2% 
5.8 0.4 2.9 2.7 0.4 
1952 3.0 4.0 0.2 2.0 3.5 1.6 0.2 
1953 4.5 4.4 0.1 2.5 2.9 1.2 
1954 1.3 0.2 3.1 1.0 5.6 0.1 
1955 1.0 0.3 0.8 5.6 0.1 
1956 2.4 3.0 0.4 3.0 6.2 0.1 
1957 1.9 1.8 1.9 8.6 0.1 
1958 7.9 1.8 0.6 7.0 13.1 0.1 
1959 16.0 0.9 11.3 6.4 18.4 1.2 


®Less than .O5 per cent. 


Adapted from data published the American Iron and Steel Institute. 


product shipments were per cent 1933, 
rose per cent 1939, and reached peak 
per cent the war year 1940. After 
the war, the world markets began de- 
velop along more normal patterns, American 
steel exports returned prewar levels, rang- 
ing from 3.5 per cent total steel product 
shipments 1950 6.5 per cent 1957— 
peak year for postwar American steel ex- 
ports. The estimated average percentage 
exports total shipments for the years 1950- 
was 4.6 per cent, which was not too differ- 
ent from the 5.7 per cent for the years 1922- 
29. 


IMPORTS 


breakdown imported steel-mill products 
percentage domestic supply (Table 
reveals some significant changes the popu- 
larity the major types steel-mill products 
being shipped into the United States. the 
top the list the wire and wire-product 
category, which jumped from per cent 
domestic supply 1950 per cent 
1958. Another increase was recorded for im- 
ports bars and tool-steel products, which 
the start the fifties made less than 
per cent our domestic supply but 1958 


accounted for per cent. Pipe and tubing 
jumped from less than per cent per 
cent during the same period. categories 
such semifinished steel, rails, tin-mill prod- 
ucts, and steel sheet, there was relatively 
little change; the only decline occurred 
shapes and plates. 

More than one observer has erred mak- 
ing generalizations about steel imports into 
the U.S. market, and, true, the available 
information provides mixed picture. During 
the past decade, the demand for imported 
steel moved the same direction the de- 
mand for steel produced American mills, 
but there was least one important differ- 
ence: The demand for imports was more 
sensitive cyclical 

From 1957 1958, interesting compli- 
cation arose the relevant statistics: The in- 
dexes imports and domestic supply moved 
opposite directions, imports rising do- 
mestic supply fell. This shift, which caused 
some eyebrows lift, can attributed 
largely two factors. The ratio foreign 
domestic steel prices shifted downward; 
and domestic shipments, compared im- 


The indexes are based the period 
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ports, had slower recovery and did not 
turn upward again until late 1958. 


1958, some steel imports had made 
major inroads into the American steel market. 
For example, the domestic supply barbed 
and twisted wire decreased from 231,000 tons 
1951 114,000 tons 1958, response 
falling domestic demand. But the relative 
importance imports rose. 1951, 7,000 
tons barbed and twisted wire, representing 
per cent our domestic supply, were im- 
ported into the U.S.; 1958, the import 
total was 59,000 tons, per cent our do- 
mestic supply. 

The same pattern occurs other product 
categories affected declining domestic 
markets, suggesting that American producers, 
when faced with contracting demand, shift 
their resources products with expanding 
markets. Some the slack then quickly 
taken foreign steelmakers, who ex- 
pand their share our domestic supply. 

Other examples this pattern occur 
the product categories wire nails and sta- 
ples and woven wire fence. The percentage 
wire-nail and staple imports domestic 
supply increased from per cent 1951 
(54,000 tons per cent 1958 (197,000 
tons), while the same time, the domestic 
supply dropped from 911,000 tons 611,000 
tons. The domestic supply woven wire 
fence went down from 405,000 195,000 
between 1951 and 1958; during this same 
period, imports percentage domestic 
supply increased from less than per cent 
(1,500 tons) per cent (40,000 


Geographic Origin Imports 


question that intrigues laymen and industry 
specialists alike the origin imported 
steel. Most it, might expected, comes 
from the European Coal and Steel Commu- 
nity, which produced 
three-fourths all U.S. steel 
tween 1953 and 1959. Our most important 
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single supplier was Belgium-Luxembourg, 
whose shipments ranged between per cent 
(in 1959) and per cent (in 1954). West 
Germany now our second largest supplier, 
having taken over that position from France 
1957. One the most rapidly growing 
factors the import picture Japanese 
steel; held per cent the import market 
1953 and 1959 had doubled that per- 
centage (Table 2). 


PRICES 


difficult pick out any single consistent 
trend price patterns that would explain 
the success some kinds imports the 
United States.* Direct price comparisons are 
risky; order arrive sound basis for 
comparison, allowances must made for 
different product specifications, terms sale, 
and other factors buyer-seller agreements. 
Some widely held beliefs maintain that for- 
eign steel invariably undersells American 
steel, but, careful look the price in- 
dexes shows, not that simple. 

example the price pattern that 
emerged for wire products, category that 
has gained most rapidly among U.S. im- 
ports. Price indexes held steady for barbed 


import price quotations for 
products were compared the official wholesale prices 
and price indexes similar domestic products, using 
monthly index with its base January, 1957. Price quo- 
tations were obtained from the magazine Steel. They are 
obtained from sampling steel warehouses and other 
domestic suppliers imported steel and thus include 
overseas transportation costs and customs charges. Dif- 
ferences product specifications between the price 
quotations Steel magazine and those the United 
States Bureau Labor statistics series, Wholesale Prices 
and Price Indexes, did not permit direct comparison 
price levels. However, comparisons the import price 
movements wire products products other broad 
categories, such barbed wire and wire rods, showed 
that related product groups moved parallel lines. 
Comparisons the relative price movements foreign 
and domestic prices were made the basis this paral- 
lel movement. Similar results were obtained from export 
and domestic product groups, though should noted 
that the export, import, and domestic prices corres- 
ponding product groups differed. 
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TABLE 
United States Imports Steel-Mill Products Country Origin 
Tons Cent Tons Cent Tons Cent Tons Cent 


Belgium and 
Luxembourg 32.7 
France 585,928 13.3 


West Germany 725,448 16.5 


479,348 41.6 
178,387 15.5 
189,404 16.4 


354,057 36.5 
156,257 16.1 
79,612 8.2 


695,767 41.7 
262,789 15.7 
143,056 8.6 


Netherlands 86,095 2.0 26,969 2.3 15,2 1.6 120,643 7.2 
Italy 61,399 1.4 15,654 1.4 3,257 0.3 25,542 
Total 2,895,529 65.9 889,762 74.7 


United Kingdom 4.9 57,620 5.0 47,277 4.9 83,739 5.0 
Canada 376,330 8.6 51,848 185,330 19.1 180,183 10.8 
Japan 624,342 14.2 31,466 2.7 96,363 9.9 119,258 7.1 
All other countries 281,185 6.4 121,853 10.6 32,604 3.4 39,165 2.4 


cent all imports. 


tEuropean Coal and Steel Community countries. 


American Iron and Steel Institute, FOREIGN TRADE TRENDS (1958, 1959). 


wire and bright common wire nails until the 
steel strike 1959, when import prices rose 
sharply. the other hand, both import and 
domestic prices certain wire 
creased until the middle 1958 and then 
declined until the winter 1958-59. the 
spring 1959, import prices began rise 
again; five months after the beginning the 
strike July, 1959, these prices had returned 
their 1957 level. 

The steel strike also gave substantial 
boost import prices hot and cold rolled 
sheet. From January, 1957, September, 
1959, domestic prices for this product class 
rose per cent, while import prices were de- 
clining per cent. July, when the strike 
started, both domestic and imported rolled 
sheet prices fell, but October, the strike 
was beginning cut into inventories, steel 
sheet import prices rose above their January, 
1957 level. 

Still other price patterns are revealed 
comparisons American domestic and im- 
port price indexes for other types prod- 


ucts. Indexes domestic prices structural 
angles, beams, and deformed bars rose con- 
tinuously after January, 1957. The index 
import prices for similar products declined 
until the end 1958, increased somewhat 
during 1959, but never returned the Jan- 
uary, 1957 level. 

The domestic price indexes for certain 
products the United States, United King- 
dom, Germany, Belgium, and France are 
available for comparison. Prices for plate, 
rails, billets, rods, sheet steel and structural 
steel can compared using 1951-52 
base Indexes the United States and 
the United Kingdom ranged December, 
1958 from per cent above the base 
period. the same month, price indexes for 
these products Germany and Belgium 
ranged from per cent above the base 


the basis German statistical sources, index 
was constructed comparing the domestic prices se- 
lected steel-mill products between base period and 
December, 1958 (average price quotations Septem- 
ber, 1952, December, 1952, March, 1953, June, 
100). 


period. France had relatively stable price in- 
dexes for these products; however, due 
devaluation the franc, price comparisons 
may 


For those who grow impatient with trying 
find relationships the disparate move- 
ments price and import data, should 
add, concluding note, that some straight- 
forward relationships between prices and im- 
ports appear. The shifts the relative 
importance domestic supply some kinds 
steel mill imports seem directly re- 
lated differences between domestic and 
import Domestic steel prices con- 
crete reinforcing bars rose relative import 
prices between January, 1957 and November, 
1958. the average, after lag three 
months, these increases were related in- 
creases the ratio imported concrete re- 
inforcing bars domestic supply. After No- 
vember, 1958, the spread between domestic 
and foreign prices narrowed, and this was 
associated with drop the relative quan- 
tities reinforcing bars shipped into the 
United States. Wire nails showed similar 
relationship; but for many other steel prod- 
ucts there was not close relationship be- 
tween price differentials and import quan- 
tities. 

The evidence suggests that imports are 
most likely shift market position re- 
sponse price changes when the products 


Examination export prices the United States, 
Japan, Belgium, and the United Kingdom showed 
general, from 1951 1958 U.S. export prices rose, 
while the other countries export prices declined 
rose less than the United States. addition, foreign 
export prices, contrast those the United States, 
were marked considerable fluctuation. 


United States domestic steel-mill prices 
were expressed fractions import prices for 1957-59; 
these fractions were turn converted monthly indexes 
with the base period January, 1957. Similarly, the 
volume United States steel-mill imports was expressed 
percentages domestic supply with monthly indexes 
these fractions for 1957-59 based January, 1957. 
The data suggested three-month lag between changes 
the price ratios and their effect upon the relative 
shares imports. 


(it 
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involved require relatively limited finishing, 
the case concrete reinforcing bars and 
wire nails. 


ROLE WORLD MARKETS 


Assessing the future the domestic steel 
industry inevitably leads discussion the 
United States’ ability compete world 
markets. Much concern has been expressed 
this point, but the long-run trends are still 
far from clear. United States steel export 
prices have increased since 1951, while for- 
eign steel export prices have either declined 
increased slower rate. During the re- 
cession 1957-58, American exports world 
steel markets contracted sharply. Exports 
steel products declined per cent, while 
other major steel producing nations experi- 
enced gains smaller declines. Exports 
the United Kingdom—where steel export 
prices also increased relatively more than 
other countries—dipped per cent, while the 
European Common Market, whole, ex- 
perienced little change. Japan, which in- 
creased its exports per cent, recorded the 
biggest gain far world markets. 

1957, about per cent American 
steel exports were shipped Latin America, 
and our tonnage figures that year were 
about even with those Western Europe. 
From 1957 1958—a recession period the 
United States—our total exports Latin 
American countries declined per cent, ex- 
ports the United Kingdom were down 
almost per cent, and the Common Market 
registered per cent gain. look Jap- 
anese steel export statistics shows that, the 
same period, Japanese exports Latin 
America shot from 35,000 156,000 met- 
ric tons. 

Generally, foreign steel export prices have 
been more flexible than those the United 
States. The political and economic structure 
most European countries and Japan puts 
their governments position actively 
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participate the formulation price policy. 
Europe, the United Kingdom, and Japan all 
depend heavily trade. Imports and ex- 
ports influence changes their gross national 
products great extent. Europe and 
Japan, export income exerts greater in- 
fluence domestic price movements than 
the United States, and thus there greater 
incentive vary export prices order 
stabilize export revenues. third factor 
that most West European countries retain 
vivid memories the galloping inflation that 
left the continent strewn with wrecked econo- 
mies after World War That disaster made 
them highly sensitive threats price in- 
flation and gave their governments strong 
incentive maintain stable balances pay- 
ment. 


Productivity, Wages, and Prices 


generally agreed that, other things being 
equal, under conditions full employment, 
prices tend stabilize when the rate in- 
crease productivity (output per man-hour 
matched the rate increase wages; 
prices tend fall when productivity increases 
faster than wages and tend rise when the 
reverse true. Some price changes can, 
course, explained the active participa- 
tion governments the economic process. 

Between 1953 and 1957, the index wages 
the U.S. basic metal industry drew ahead 
the productivity index eight percentage 
the same period, American steel 
prices increased more rapidly than those 


Available international statistics wages (adjusted 
for changes cost living) and production are ade- 
quate only for comparison broad trends for the 
period 1953-57. Indexes production, employment, 
wages, national product, and capital formation must 
considered rough estimates because international dif- 
ferences definitions and methods collection. When 
possible, several independent estimates were 
order confirm the direction and magnitude the 
changes under examination. Adjustments were made, 
whenever possible, order make the data more com- 
parable. 


Europe and Japan. The wage-productivity 
pattern Japan and Europe, with the excep- 
tion France, was the reverse that the 
United States. the Common Market coun- 
tries and Japan, increases the productivity 
indexes were greater than increases wage 
indexes. The most notable examples this 
trend were Japan, Belgium, and West Ger- 
many, where increases productivity ex- 
ceeded increases wages 13, 14, and 
percentage points respectively.* Since the 
productivity increases Western Europe and 
Japan have not yet been fully absorbed 
wage increases, there has been less pressure 
increased prices those countries than 
the United 

the United Kingdom, 
productivity difference between 1953 and 
1957 was per cent, and the price pattern 
was similar that the United States. 
interesting observe that this five-year 
period, U.S. imports steel from the United 
Kingdom decreased, while imports from the 
Common Market and Japan increased. 

The explanation for these differences 
wage-productivity patterns lies the differ- 
ences between rates capital investment 
and changes levels consumption. the 
Common Market countries and Japan, in- 
creasing fraction gross national product 
was devoted capital formation. exami- 
nation the changing proportion gross 
domestic product expended capital forma- 
tion points this up. From 1951 1957, the 
ratio fixed capital investment gross na- 
tional product increased per cent the 
United States, while the other countries 
under discussion, increases ranged from 
per cent France per cent Japan. 
These rapid advances European and Jap- 
anese productivity reflect not only the re- 
building industrial plants destroyed during 


Belgium’s productivity data were based upon blue- 
collar workers, and thus tend exaggerate increases 
output per man-hour. 

should noted that the discussion terms 
percentage changes and does not show changes the 
absolute level wages output per man-hour. 


the war, but also increased capital invest- 
ments brought about demands for higher 
standards living. 


INTERNATIONAL POSITION 


Contrary the pessimistic forecasts some 
observers, the outlook for American steel 
international markets is, balance, bright 
one. Foreign countries may make temporary 
inroads into the United States’ position 
some markets, but the evidence suggests 
long-term decline our over-all competitive 
position. 

full employment continues the years 
ahead, foreign steel producers are likely 
increasingly faced with the same price 
problems their American counterparts. Ex- 
pansion steel facilities abroad will hin- 
dered rising costs resulting some extent 
from exhaustion low-cost iron ore deposits, 
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but primarily from competitive demands 
upon capital and labor. Foreign countries, 
they approach the United States’ level 
economic activity, will probably experience 
increased pressures for consumer goods, and 
these pressures are likely produce infla- 
tionary tendencies similar those our own 
economy. 

Although the over-all competitive 
the American steel industry not likely 
change, some readjustments may ex- 
pected. American producers will probably 
strengthen their position products requir- 
ing intensive capital investment and research, 
while foreign producers are most likely 
continue expanding products calling for 
little finishing and those traded con- 
tracting American markets. view the 
world demand for high-quality steel, the 
United States likely maintain strong 
position the future net exporter 
steel. 


therefore, fully established, that the business pro- 
duction and exchange, left choose its own channels, sure 
choose those which are most advantageous the community. 
obtain the commodities which desires, and obtain them with the 
smallest cost, the whole the good which the business produc- 
tion and exchange, considered simply such, calculated yield. 
whatever degree, therefore, the business production and exchange 
forced out the channels into which would its own accord, 
that degree the advantages arising from production and exchange are 
sacrificed; or, any rate, postponed something else. there any 
case which they ought postponed something else, that 
question politics, and not political economy. 


—James Mill 
ELEMENTS POLITICAL ECONOMY (1821) 
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WHY AIRLINES ARE TROUBLE 


OUTSIDER the airline industry recently 
described the economic problems facing 
the airlines today. survey team, employed 
the Bell Telephone System consider 
progress regulated and unregulated indus- 
try, made this comment the airlines: 


“Looking beyond the jets, more innovations 
will come. The country will make new de- 
mands the industry. The question what 
kind industry will that meets these de- 
mands. the industry strong will able 
meet the demands the future has the 
demands the past. 

“But regulation restricts, instead stim- 
ulating the airlines, the future may dark. 
Unless industry profits are kept healthy 
levels, the airlines could start down the path 
the railroads have traveled. 

“Up now the story the airlines sounds 
very much like the history the railroads. 
began with subsidies. Then regulations 


Mr. Smith President American Airlines. 


stepped in. Competition and regulation made 
tangle which greatly restricted the freedom 
the companies. For the good everyone, 


the airlines must not end where the rail- 


roads are 


Earnings reports for the first half 1960 
tend justify this concern for the economic 
state the airlines. Although traffic the 
trunk-line industry for this period was 7.6 per 
cent over that for 1959, the industry had net 
loss $7.4 million. Compared the same 
period for 1959, when the industry made net 
profit $29.4 million, this decline amounts 
$36.8 million, not all due the bad 
weather 1960. Further evidence the eco- 
nomic condition the industry was brought 
the attention the Civil Aeronautics Board 
recently, when one the trunk lines filed 


From “Profit, Performance, and Progress: Study 
Regulated and Non-Regulated Industry,” booklet pub- 
lished May, 1959, the Bell Telephone System pp. 
78-79). 


application stating that could not continue 
operate without subsidy. 

For the past three years, the trunk-line in- 
dustry whole has earned 5.1 per cent 
its investment. Considering the economic haz- 
ards the business, this rate return not 
sufficient. The examiner the current gen- 
eral passenger fare investigation recommend- 
10-12 per cent rate return. The Civil 
Aeronautics Board recently accepted the rec- 
ommendation, and granted the domestic 
trunk-line industry the new rate return, but, 
under existing conditions, will difficult 
find way earn this rate. often over- 
looked that business like ours, with con- 
stantly expanding demands for capital, 
not enough just earn much money last 
year. For example, the total assets Ameri- 
can Airlines have more than doubled since 
1955, but our earnings have gone only 
about per cent. the basis perform- 
ances like this, investors will slow trust 
their funds the air transport industry. 

Why the airlines not make more money? 
This failure has not resulted from inability 
expand; the airlines have recorded spec- 
tacular growth business. 

Before World War II, our best airliner was 
the DC-3, carrying twenty-one passengers and 
flying speed 180 miles per hour. Today, 
our jet machines carry five times many 
passengers and fly them three times fast. 
between the DC-3 and the jet, many new 
airplanes have been developed, used, and 
part retired, all within postwar years. The 
short careers these fine airplanes, and 
out service within brief time, un- 
mistakable proof that the airlines can adapt 
successfully change. 

The airlines have continued exhibit both 
technical and financial courage the opera- 
tion their business. Their ability 
the future, view the enormous costs 
modern equipment, will depend solid 
businesslike plans; the barnstorming days 
aviation are Over. 

the solution the economic problem does 
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not lie within the industry’s operations, what, 
then, needs done? Here are some recom- 
mendations the subjects subsidy, route 
competition, aeronautical research, and devel- 
opment supersonic transports—subjects that 
have direct bearing the problem. 


SUBSIDY 


The United States airlines are regulated 
the Civil Aeronautics Board, agency the 
federal government. This regulatory agency 
was created 1938 the Civil Aeronautics 
Act. The air transportation act was, many 
respects, patterned after earlier national legis- 
lation for the regulation other forms 
transportation. Most the provisions the 
1938 act were carried over intact into the 
Federal Aviation Act 1958, which now gov- 
erns air transportation. 

The act regulating aviation differs one 
notable feature from the legislation now 
effect for rail and highway carriers—the Civil 
Aeronautics Board was given authority, 
both the 1938 act and its successor, provide 
economic aid the airlines through what 
generally known the “need” section. The 
only other existing transportation legislation 
providing for subsidies the Merchant Ma- 
rine Act, and this aid limited foreign ship- 
ping. Domestic shipping lines, like the 
roads and motor carriers, are not eligible for 
subsidies. 


Who Gets Subsidies? 


There are three principal categories air- 
lines: domestic trunk lines, domestic local 
service carriers, and international carriers. 
the earlier days air transportation, all the 
airlines, all the categories, received some 
form economic aid from the federal govern- 
ment. This has not been true recent years. 
Most the trunk lines have received sub- 
sidy since 1951 and, with one exception, none 
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the trunk lines has received any subsidy 
since 1956. None the international carriers 
has received subsidy since 1958. 

However, all the local service carriers 
receive subsidy, and likely that they will 
continue need subsidy for some time 
come. These carriers usually serve communi- 
ties limited population and limited traffic 
potential, and not have the opportunity 
attain self-sufficiency that available 
the trunk lines. 

Payments these carriers, which are al- 
most wholly noncompetitive, subsidy its 
classical form according the Columbia En- 
cyclopedia: “Financial assistance granted 
the government private person associa- 
tion for the purpose promoting some enter- 
prise considered for the good the 
country its people.” The local service car- 
riers perform necessary public service, and 
subsidy justified the basis that this es- 
sential service could not provided without 
aid from the government. 

The airline industry unique among busi- 
ness enterprises. During the twenty-two years 
since the passage the Civil Aeronautics Act, 
airline certificated for passenger and mail 
carriage has ever “gone broke.” Some the 
carriers have had economic difficulties, but 
critical situations have usually been remedied 
subsidy from the government. students 
both business enterprise and government 
policy this interesting situation. One 
the basic criteria the private enterprise 
system that the risks the business will 
borne the private investor. entitled 
the profits the business there success, 
but also expected pay for the losses 
hopes cannot realized. The merit this 
system that impartially prunes the weak 
limbs, leaving the hardier stock better 
chance develop strong structure. Yet the 
air transportation policy the government, 
defined the acts governing aviation, has 
shielded the participants the industry from 
the principal penalty the private enterprise 
system—potential bankruptcy. What brought 


about this policy? good policy, and 
should continued? 


Philosophy Subsidy 


For more than one hundred years, has been 
accepted matter principle that the fed- 
eral government, behalf the people, has 
direct interest and responsibility for assur- 
ing that the nation has adequate system 
transportation. Certain areas often need 
improvements transportation services be- 
fore they can provide enough traffic pay 
for the cost operating the services. Land 
grants and advantageous government loans 
the railroads their early days are examples 
government aid pioneering transporta- 
tion. This government program worked well; 
did provide the rail lines the West. But 
when the railroads could self-sustaining, 
direct government aid was longer given. 

later generation statesmen saw that 
the airplane would become tremendously 
useful vehicle transportation, although the 
airplanes the time were primitive machines 
that could not operate profit. After the 
fuel for the journey had been put aboard, there 
was neither lift capacity nor physical space 
remaining for sufficient pay load cover 
operating costs. Air transportation, like the 
transcontinental railroads, would have been 
long delayed making its contribution bet- 
ter transportation had the government not 
been willing assist during its pioneering 
days. 

sure that the philosophy those who 
created the early air mail legislation, and those 
later responsible for the creation the Civil 
Aeronautics Act 1938, must have followed, 
principle, the philosophy that apparently 
guided aid for the early railroad enterprises: 


will aid air transportation during its 
pioneering days, but not our intention 
subsidize air transportation infinitum. 


will expect air transportation self- 
supporting when the ability the airplane 


and the traffic potential provide reasonable 
opportunity for profitable operation. 


The question then this: Has air trans- 
portation attained stature that affords rea- 
sonable opportunity for self-support without 
direct economic aid? 


Recommendations 


The “need” section the act, insofar 
applies trunk-line carriers, should re- 
pealed, that trunk-line operator will 
eligible for subsidy. Until the time such 
repeal, the federal government should estab- 
lish and enforce the policy not paying sub- 
sidy for operation over any specific route 
there are one more other carriers the 
same route that are willing and able pro- 
vide adequate service without subsidy. 
There essential economic need for sub- 
sidy among the domestic trunk carriers under 
modern conditions, and recourse this out- 
moded crutch would serve undermine pub- 
lic confidence the integrity air trans- 
portation time when investor support has 
never been more necessary. 

must, however, continue subsidize 
the local service carriers for some time the 
future, but this area also look forward 
the time when they can self-sustaining. 
There can such thing sound com- 
petitive industry, partly subsidized and partly 
self-sufficient. 

The international carriers have already 
demonstrated ability self-sustaining; 
they have need for government subsidy 
today. Whether not they will need govern- 
ment subsidy some time the future may 
depend the competition they encounter 
from the foreign-flag airlines; the extent 
which foreign governments will willing 
subsidize their own national carriers; and the 
ultimate effect the lower labor costs avail- 
able the foreign-flag airlines. 

While there justification for subsidy 
our overseas lines this time, would not 


WHY AIRLINES ARE TROUBLE 


good judgment repeal the legislation that 
makes subsidy available needed. 


ROUTE COMPETITION 


Competition economic force good, 
but competition must the “right level” 
not become wasteful. The right level 
competition for the airlines one that pro- 
vides each the efficient carriers the route 
with reasonable opportunity operate 
profit. 


But unnecessary duplication causes the total 
traffic shared among many airlines 
that there insufficient business provide 
profit for even the most efficient the opera- 
tors. When competition has that effect, has 
become wasteful—it has eliminated both the 
opportunity for profit and the hope for sub- 
sequent fare reductions. The customer, ad- 
dition the airline investor, has been forced 
pay for level competition far beyond 
“the extent necessary assure the sound 
development air transportation system,” 
the standard laid down Congress. This was 
thoughtfully worded provision. Congress 
recognized that possible have too little 
competition, and that also possible have 
too much competition. The right level com- 
petition healthful, providing incentive for 
better service and for potential reductions 
charges. 

the local service area the international 
area. Instead, want focus the area 


the domestic trunk lines. this, should like 
offer basic opinion. 


doubt that any student transportation, 
any other competent person who examines 
the facts the situation, would disagree with 
the conclusion that the total domestic trunk- 
line market today the extent and kind 
that should permit profitable operation with- 
out subsidy. With the right number com- 
peting domestic trunk-lines, there enough 


| 
| 
| 
7 
7 ; 
7 
y 
| 
7 


total business assure reasonable profit for 
each efficient operator. 

The Civil Aeronautics Board responsible 
for determining the number carriers 
permitted any route, and some the 
board’s decisions have been difficult make. 
The backbone the existing system basic 
route pattern inherited outright from the air 
mail system. this there has been added 
route after route, often piecemeal fashion, 
over period more than twenty years. 

earlier days, often one airline, and less 
often two three airlines, was responsible 
for operation over specific route. Today, four 
many eight airlines may operating 
the same route, all seeking maintain 
their services and make living from total 
traffic not big enough divide among them 
with profit. This burdening the airlines with 
more and more competition not new devel- 
opment. Year year and route route, the 
has been piling parallel services, de- 
spite continued warnings that the economic 
integrity the airlines would endangered. 

Whatever may have been the motivations 
that influenced the members the board 
years past, the board must now deal with 
changed and changing conditions, all which 
dictate re-evaluation the level com- 
petition some the routes. the same 
time, the “state the art” the design and 
construction airplanes has changed, altering 
the original function some the routes and 
rendering obsolete the principles underlying 
the establishment others. This re-evaluation 
can made without the sacrifice useful 
and necessary competition, and can done 
without any requirement that the trunk-line 
services subsidized the government. 


Recommendations 


The federal government, through the 
should assume responsibility for realignment 
the route structure provide for the eco- 
nomically sound air transportation system con- 
templated Congress. This can best begin 


the encouragement mergers that will 
effect economies, and mergers that will reme- 
existing inefficiencies the route structure 
through the redistribution competition or, 
when necessary, the reduction competition 
that exceeds the limit needed for the sound 
development the segment concerned. 


these approaches not produce the re- 
sult desired, the board should consider use 
the full range its powers under existing 
legislation and, these prove inadequate, 
should ask Congress for whatever additional 
powers may needed rid the industry 
the danger spots some the jerry-built 
route systems. 

Rates are too low and, under present condi- 
tions, they should increased. But increases 
will never panacea for all the ills the 
business. believe that had the right 
level competition the trunk lines—the 
level prescribed the Federal Aviation Act 
—we would need rate increase today. In- 
stead, action taken provide the right 
level competition the trunk-line routes, 
hopeful that the future can sponsor 
rate reduction rather than rate increase. 

Fortunately, there are indications that both 
the and the industry are beginning 
recognize that the airlines are not wind 
like the railroads, intelligent realign- 
ment route structure essential. 


AERONAUTICAL RESEARCH 
our good fortune that aviation had its 
beginnings this country. realized very 
early that aerodynamics was complicated 
subject, and that had much learn about 
it. Our interest brought about the creation 
the National Advisory Committee for Aero- 
nautics, agency that assisted the United 
States gaining leadership aviation. 

The naca has been respected name 
world aviation since was founded 1915. 
Its basic mission was simple one: “solve 
the problems flight.” The great progress 
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toward achieving this goal has stemmed large- 
from programs undertaken but 
even so, the latest our products demon- 
strate that lack the full knowledge for best 
design. 

Aeronautical research and space technology 
have now been combined. The new agency, 
the National Aeronautics and Space Adminis- 
tration, has taken over the duties and respon- 
sibilities formerly assigned This 
merger has produced some beneficial results 
and has also raised some questions about the 
best course for the future. 

The emphasis missiles and 
satellites, and the role aeronautical re- 
search now secondary concern. This rela- 
tive lack attention aeronautical research 
has discouraged some our talented and de- 
voted aeronautical scientists. Some them 
have moved over the space department; 
others are leaving NASA seek more congen- 
ial employment private industry. 

obvious that must well equipped 
with missiles, because live the kind 
world that demands such equipment. also 
obvious that there are similarities between 
the problems high-speed flight and mis- 
siles, and that there reason why both 
problems cannot tackled the same shop. 
But they are done the same shop, 
efforts must balanced between the two 
projects, and each must command the human 
and economic resources that are necessary 
get the job done. devote our attention ex- 
clusively rockets and missiles, with relative 
neglect for aeronautical research, would 
policy that would produce tragic disappoint- 
ments. 


Recommendations 


lead the world aviation, but, our 
interest aeronautical research continues 
decline, are certain falter. There nei- 
ther need nor excuse so. This country can 
afford the expenditures necessary keep 
out front, but cannot afford the penalty that 
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will ours rest content with the 
edge gained date. Knowledge the aero- 
nautical sciences represents field which 
many the potentially profitable areas re- 
main unexplored. foolish believe that 
other nations the world will abandon their 
aeronautical research. abandon such re- 
search, our position world leadership 
aviation will rest unstable basis. 

Since are far from knowing all the an- 
swers about the art and science flight, the 
federal government must renew its active in- 
terest aeronautical research. There should 
redivision duties and emphasis within 
NASA, and aeronautical research should not 
neglected when this redivision made. The 
more know the more find need 
discover. might, for example, work 
problems connected with: 


Noise (causes, effects, and control 

Airplane control and stability over the total 
speed and operational ranges 

Low speed take-off and landing, including 
cross-wind problems 

Materials and structures weight, strength, 
and fatigue resistance 

Meteorology, including clear air turbulence 

Aerodynamics, including boundary layer 
control 

Propulsion characteristics and efficiencies 

Safety all its ramifications 

problems (efficiency, economy, 
safety, and performance 


are not doing well aeronautical re- 
search, and the course appear taking 
for the future not encouraging. 


THE SUPERSONIC TRANSPORT 


Pure aeronautical research not the only 
area which the federal government has 
major stake. Serious consideration must 
given the challenge supersonic trans- 
portation. supersonic, passenger-carrying 
transport has yet been designed built; none, 
the best our knowledge, now under 
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way. Newspaper stories indicate that the Brit- 
ish French may considering the author- 
ization supersonic transport program, and 
there are rumors that the Russians also have 
such program mind. 

project this magnitude and complexity 
must, course, approached with suitable 
caution. will both difficult and expensive 
build transport with speed Mach 
(three times the speed sound). Conse- 
quently, the decision build not build 
economic decision the highest order. 
must first overcome tendency satis- 
fied with what have, conclude that 
speeds 600 miles hour are sufficient for 
the time being, and postpone making the 
decision because the decision difficult. 

The military implications, however, cannot 
ignored. The United States the world 
leader aviation, and important that 
maintain this position. should make 
decision until all the pertinent facts are 
hand, but should diligent accumu- 
lating these facts and weighing their sig- 
nificance. There are already too many areas 
for which the United States has national 
policy, and this should not another. 

The specifications for the B-70 bomber are 
our best source knowledge concerning the 
potential performance supersonic airliner. 
The B-70—the first attempt give large air- 
plane speed potential Mach 3—is designed 
cruise 2,000 miles per hour and fly 
nonstop for 7,000 miles. can operated 
80,000 feet; that altitude should 
miles per minute. Using existing B-52 bases, 
the B-70 could reach any part the world 
six hours. Most its potential targets could 
reached two and one-half hours. For 
Hight that distance, the B-70 should have 
pay load tons. 

supersonic airliner might slightly slow- 
because its fuselage would larger, but 
the Mach transport should able from 
New York Paris London about two 
hours. the B-70 can carry 40,090 pounds for 
journey two and one-half hours, the trans- 


port would certainly less for shorter 
journey. 20-ton pay load should permit the 
transportation two hundred passengers, 
smaller number with residual capacity for 
mail and cargo. 

Whether not the B-70 program will 
forward will decided Congressional ap- 
propriation funds. The position the Air 
Force is, believe, that military necessity dic- 
tates the completion the program. 
now, single prototype authorized. 


Recommendations 


Mach transport will not built until the 
ability operate Mach has been proved. 
That, course, could done starting such 
transport from scratch. The more usual way, 
and the better way, would develop 
Mach military machine first, and the best 
opportunity that lies the completion 
the B-70 program. Experience date with 
the B-58 and the B-70 design projects demon- 
strates, believe, that supersonic transport 
technically feasible. 

The very high capital cost for Mach 
development program places that project be- 
yond the ability the private airplane manu- 
facturer; does not have the capital required, 
and cannot afford take great eco- 
nomic risk. the Mach airplane built 
the United States, then the United States 
must behind the project. will have 
justified and authorized the basis the 
national interest, and the project will have 
sponsored the federal government. 
probable that would cost more 
the leader the introduction supersonic 
air transportation than try catch 
some later date. fact, probably would cost 
less lead, provided the technical solutions 
are produced the B-70 program. 

Assuming that the operation the super- 
sonic transport should prove economic 
(that is, could produce and sell air transporta- 
tion price the customer would pay), the 


use supersonic transport would revolution- 
ize the transportation services the world. 
The nation that introduces such airplane 
will dominate international flying, just our 
country has dominated international 
since World War II. 

addition, the pioneering supersonic 
air transportation—being the first have the 
ability half-way around the world 
six hours—will have great propaganda and 
prestige value. should remembered that 
the gloss has been worn off the launching 
satellites. Better opportunity for propaganda 
may found other areas, and supersonic 
air transportation may one these. The 
implications world leadership aviation, 
with its effect foreign relations, makes 
essential that the government face this issue 


WHY AIRLINES ARE TROUBLE 


and come some decision. Nothing 
gained continuing drift. 


For THE sake our aviation and, indeed, for 
the sake the prestige and economy our 
nation, hope that will embark devel- 
opment program for the supersonic transport. 
hope, too, that steps will taken ensure 
the economic stability this important in- 
dustry. The existence the individual carriers 
the industry and, indeed, the industry it- 
self depends the continued sound develop- 
ment that Congress visualized. would 
great disservice the country if, this crit- 
ical point, our policy were not carefully re- 
viewed make certain that sound basis 
being established for future operations. 


power convey himself from place place, like 
bird, would have been good for his Maker would have 


formed him with such capacity. 


thousand evils which the project must necessarily bring after 
it; amounting last the confusion all order, the annihilation 
all authority, with dangers both property and person and 
impunity the offenders. Were absolute legislater, would 
therefore make death for man convicted flying, the 
moment could caught; and bring him down from his 
altitudes bullet sent through his head his carriage, should 


murder. 


—William Cowper 
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Philosophy Personnel Development 


HAT personnel development and 
what its role industry? The estab- 
lishment operating philosophy per- 
sonnel development complex and difficult 
task for management. What, for example, 
the responsibility the individual his own 
development? What responsibility belongs 
define the roles both the line and the 
organizations since personnel development 
requires the support and participation 
each. The fact that funds and organization 
resources must expended for man-power 
development makes essential that man- 
agement understand what may and what 
should not expected return for such 
expenditure. 

The objectives this article are: (1) 
state philosophy personnel development; 

(2) establish framework within which 
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development activities may interrelated; 
(3) provide structure which manage- 
ment can set the goals for personnel de- 
velopment program and which can relate 
specific development activities. The paper 
may serve guide the day-to-day deci- 
sions necessary for executing such program; 
management may also find useful basis 
for reviewing current development activities 
see other activities should considered. 

The principles stated here are founded 
research and experience. The practical appli- 
cation development action requires 
ability that combines both understanding 
the principles and skill human relation- 
ships. 

There is, indeed, magic formula for per- 
sonnel development; changes people occur 
slowly. Effort this area needs supple- 
mented patience and good degree faith 
the ultimate value the process. However, 
even though the change slow, people are 
affected each new experience. One the 
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basic premises the personnel development 
function that the growth people can 
accelerated over and above that which would 
take place naturally and normally. The job 
the personnel development staff direct 
the factors that make this acceleration possi- 
ble and assure that this growth makes the 
maximum contribution personal and group 
goals. 


DEVELOPMENT PRINCIPLES 


Personal Involvement 


All personnel development basically self- 
development. The individual achieves devel- 
opment only himself desires and strives 
for it. Opportunity for development valu- 
able only the individual capitalizes 
himself. The institution can and should offer 
encouragement and help, but development 
activities seem successful only the de- 
gree that individuals become personally in- 
volved them. 


Mutual Objectives 


Prior any development activity busi- 
ness organization, there should clear 
understanding and acceptance mutual ob- 
jectives both the individual and the organi- 
zation. the objectives are understood and 
accepted, the efforts expended will far 
more likely succeed. personnel develop- 
ment, this acceptance particularly neces- 
sary, for, without it, the activity undertaken 
usually superficial, and the results are 
disappointing. 


Universal Opportunity 


The company should not single out few 
its people and make opportunities available 
only them. This would have the dangerous 
effect discouraging those who are not se- 
lected. Second, might encourage those who 
consider themselves among the chosen few 


sit back and relax. Third, difficult 
make long-term predictions concerning the 
ambition, drive, and growth potential 
individuals. 

The organization must invest development 
dollars with the same prudence invests 
facilities dollars that needs may fulfilled 
and returns maximized. These objectives de- 
mand careful selection individuals for 
special development effort. Selection should 
based performance and considera- 
tions such potential capabilities indicated 
training and experience. Thus, opportunity 
for development open everyone, but only 
those who have shown themselves able use 
their opportunities are considered for any 
specific phase development. Moreover, the 
group receiving special development atten- 
tion ought flexible that deserving in- 
dividuals may enter any time and those 
who are not making the most the oppor- 
tunities available them may eliminated. 


Individual Planning 


Development individual—an assembly-line 
approach ought avoided. Industry and 
the individual must look beyond common de- 
velopment needs and recognize individual 
differences, needs, and circumstances. Devel- 
opment should tailored fit the individual 
and the situation; attempts squeeze every- 
one into the same mold may even prove 
waste effort. 


Development and Off the Job 


Development accomplished both and off 
the job, and these areas must receive their due 
measure emphasis. Training, seminars, and 
classes are valuable and may used for the 
dissemination knowledge and for some skill 
practice under simulated conditions. Job ex- 
perience, however, the most important fac- 
tor the mature person’s growth once 
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leaves school and gets into the industrial en- 
vironment. On-the-job experience becomes 
even more critical for those who assume 
administrative and managerial role. 


Performance the Current Job 


Development should designed to, first, im- 
prove performance the current job, and 
second, prepare the employee for promotion. 
true that for the long-range development 
the individual there must adequate con- 
cern with the path that will lead his long- 
range objective, but the best recommendation 
for increased responsibilities effective per- 
formance the present job. Employees who 
get promoted are those who are currently 
doing outstanding work and thus have been 
able demonstrate their capacity assume 
greater responsibilities. 


Continuity 


Development man’s ability his job, 
like other kinds learning, continuous 
process. man who abandons his efforts 
keep up-to-date and continue growing pro- 
fessionally becomes obsolete just surely 
facilities and equipment do. This especially 
true today when new knowledge and skills are 
constantly being introduced. 


Use Individual Strengths 


One approach the evaluation the indi- 
vidual for development planning prepare 
balance sheet strengths that have proved 
valuable and weaknesses that have detracted 
from achievement. All too frequently, how- 
ever, the emphasis then placed the weak- 
nesses, and development attention assumes 
negative attitude, even attempting recast 
personality characteristics. While true that 
weaknesses should eliminated least 
minimized, far more rewarding maxi- 
mize and build the strengths the indi- 


vidual. Increased responsibilities should 
allocated accordance with man’s strengths 
and should expose him new experiences that 
will enable him realize his potential. 


THE RESPONSIBILITY 


The responsibility for development em- 
ployees within organization shared 
three major parties: the individual, the man- 
ager, and the personnel development staff. 
The responsibilities each should clearly 
understood; they are not, one the other 
the parties may too far and assume re- 
sponsibilities that can accomplished more 
effectively another, they may abdicate 
their responsibility. Once responsibilities are 
understood and accepted, then, according 
good organization principles, each group 
should have commensurate authority and 
held accountable for results. 

The relationship line management, the 
staff, and the man personnel development 
can shown this simple diagram. 


EMPLOYEE 


LINE PERSONNEL 
DEVELOPMENT 


This diagram emphasizes the key role the 
manager the development his personnel. 
The broad arrow between the man and his 


manager indicates the importance the rela- 
tionship between man and manager. The 
somewhat lighter line between the staff and 
the manager shows the part played 
the staff, namely, working with and through 
the line manager carry personnel devel- 
opment programs. The light line between the 
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staff and the man shows the lesser relationship 
the staff the man the development 
process. 


Individual Responsibility 


indicated previously, personnel develop- 
ment basically self-development. The corol- 
lary this that the individual must put 
forth the effort necessary order achieve 
personal growth. addition, each person 
responsible for evaluating himself and under- 
standing his own strengths and weaknesses 
that can then guide himself seek effec- 
tive counsel. The individual must also re- 
sponsible for setting his personal goals and 
objectives, and for initiating the activity that 
will give him the experience desires the 
knowledge needs. The man cannot expect 
management staff organization all 
these things for him; cannot assume that 
his growth and development will occur 
result someone else’s efforts. 


Managerial Responsibility 


The organization places the primary responsi- 
bility for internal development line man- 
agement. the line manager, particularly, 
who makes on-the-job growth possible through 
effective coaching. There real substitute 
for the good coaching that takes place 
situation which allows for immediate involve- 
ment and personal experience; here the em- 
ployee’s approach can appraised his boss 
without delay. When the manager spends his 
time developing subordinates, not neg- 
lecting the job running the business and 
making profits, but accomplishing operating 
results the best way. Each line manager and 
each senior individual contributor should 
willing take time from his other responsi- 
bilities and devote thoughtful planning 
and implementation his employees’ devel- 
opment. 


Staff Responsibility 


development, the staff organization seems 
most effective when supports the line 
organization and focuses attention the 
long-range needs man power. The staff 
should include experts human behavior, 
training, and development practices; should 
capable giving advice and counsel the 
line management what considers 
the most profitable goals and how best 
achieve them. Advice the latter would in- 
clude the preparation mechanisms and de- 
velopment tools, and the structuring ap- 
proaches and techniques. The staff may also 
expected provide measurement the 
effectiveness development efforts. 


BENEFITS DEVELOPMENT 


The three parties who share the responsibil- 
ities personnel development also receive the 
benefits. the anticipation these benefits 
and rewards that stimulates the motivation 
and active participation all three. 


Benefits the Individual 


the individual grows, his worth society 
grows, and, result, may receive ma- 
terial gain well sense satisfaction 
the achievement personal goals and the at- 
tainment professional recognition. must, 
however, understood that these rewards 
are attained price—that is, the assumption 
greater responsibilities. 


Benefits the Manager 


The manager should able expect better 
performance the job from his personnel 
result development. will also able 
contribute the future effectiveness and 
strength the organization whole 
through his contribution the growth 
new generation key personnel. the man- 
ager has done good job developing his 
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personnel, adequate replacements should 
available when either vacancies increased 
needs for qualified people occur; fact, 
himself should not anticipate promotion un- 
less adequate replacement available. 
The manager should recognized for his 
contributions the area personnel devel- 
opment just for his role improving 
profits. 

Large organizations tend encourage 
high degree specialization; consequence, 
they often narrow the ability and perspective 
their personnel. Planned development can 
counter this tendency; can give subordinates 
broader perspective that will enable them 
handle problems and decisions more 
tively. Moreover, the decisions the superior 
can more enthusiastically accepted because 
they are better understood. 


Benefits the Company 


The achievement the goals and objectives 
the development staff group should rightly 
synonymous with benefits the company. 
When this true, the organization has ade- 
quate replacements more readily available; 
able achieve competitive advantages be- 
cause better qualified and more highly 
motivated team; prepared enter pro- 
gram expansion because adequate man- 
power resources; and able utilize ad- 
vancements technology because effec- 
tively trained staff. The immediate value 
development reflected greater productive 
efficiency for the amount human effort 
expended. 


STRUCTURE DEVELOPMENT 
diagram the relationships, both separate 
and collective, between the various develop- 
ment activities the simplest way under- 
stand the objective personnel development 
and the way which these activities contrib- 
ute its achievement. 

Development personnel are viewed the 


Tools, 
Techniques, 
and Concepts 


PERSONNEL Teach, 
Adjust DEVELOPMENT Counsel, and 
Encourage 
Measure 


experts the field. Through their research 
and knowledge the field, they should supply 
concepts that will direct personnel develop- 
ment. Their next duty provide the tech- 
niques and tools that give system and sub- 
stance the programs and communicate 
these personnel the line organization who 
are then taught how use them. addition, 
frequent counsel for both management and 
employees needed supplement the teach- 
ing. Encouragement and promotion are, 
course, vital throughout; the line organization 
needs constantly informed how the use 
tools, techniques, and concepts contributes 
the achievement their personal objec- 
tives and those the organization. 

the program progresses, measurement 
results needed give some indication 
the progress being made. The cycle com- 
pleted when the staff, guided these meas- 
urements, adjusts the tools, techniques, and 
concepts accomplish the job more effec- 
tively. This cycle continuous. more in- 
formation becomes available through research 
and experience, the situation alters, 
the abilities the line organization improve, 
changes must made. Progress the result 
careful and persistent effort. 

framework for managerial use the con- 
cepts, tools, and techniques indicated above 


ide 
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may also shown the following diagram. 
This diagram shows the major areas man- 
agerial work related the development 
personnel. This approach views the individual 
from the time joins the organization 
through the various phases that have effect 
upon his performance and growth. Before 
person selected for job, man-power plan- 
ning will have established that there need 
for him, When placed, given added help 
through orientation. interacts with 
superior, peers, and subordinates and en- 
couraged use the knowledge that brings 
the job and the knowledge that subse- 
quently obtains for the achievement the 
required results. His superior continually 
measures his performance. When the em- 
ployee needs additional knowledge skill, 
given the opportunity for further training. 
result continued superior performance, 
selected for different job through pro- 
motion rotation, and the cycle repeated. 

This process progressive, dynamic ac- 
tivity that never really stops throughout 
career. The individual finds that 
grows meet new challenges; that sta- 
bilizes and grows only enough retain his 
position; that fails grow and, being 
unable handle the demands his job and 
environment, must either placed 
less demanding position removed. 

the basis this cyclical progression, 
the major steps the development program 
may described the steps that follow. 


Plan Man-Power Needs 


After the organization has defined its char- 
ter and objectives, should determine the 
functions that need performed order 
reach these objectives, and the qualifica- 
tions and numbers personnel required 
discharge these functions. This relation fu- 
ture organization needs man power 
essential step good personnel development; 
from corporate point view, people should 


Pian and 
Select 


MANAGERIAL WORK 


Motivate 
RELATED 
DEVELOPMENT 


future needs. Another essential 
audit the personnel currently available 
the organization and their capability 
group meet, develop meet, the needs 
the business. This entire process planning 
for the future must repeated regular 
intervals. 


Evaluate 


Once the numbers and the qualifications 
personnel needed the organization have 
been established, specific people, from either 
inside outside the organization, should 
evaluated for the openings. This procedure 
followed whether hiring man from outside 
being considered, promoting individual 
from within, training men not yet suffi- 
ciently qualified. 


Communicate 


Before individual can expected 
his job, must know what his job responsi- 
bilities are and what expected him. This 
should stated clearly that there little 
chance conjecture misunderstanding. 
perform effectively, the individual needs, 
addition, background information such 
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subjects policies, practices, procedures, re- 
lationships, understanding the work envi- 
ronment, problems peculiar the position, 
facilities his disposal, and staff and assist- 
ance that may call upon. All this informa- 
tion should communicated; not, er- 
rors that otherwise would avoided will 
definitely impair the efficiency. 
The man’s immediate superior the best 
position know and impart the pertinent 
information; can also begin establish 
effective man-manager relationship 
point. 


Motivate 


The work performance individual has 
often been described multiplication prod- 
uct—the knowledge and skills that possesses 
bring forth the results product The 
effort that man displays his job prod- 
uct his own personal interests. also 
influenced the environment climate 
within which works; adequate direction, 
effective management, stimulating rewards, 
desired recognition, among other factors, will 
affect his effort. 


Appraise Performance 


After the individual has worked the posi- 
tion for while, his superiors should measure 
his performance. This done for two major 
purposes: first, recognize his performance 
the form rewards; second, and far more 
important, help the man improve his per- 
The 
strengths and weaknesses can the basis 


formance. accurate 


upon which man builds his career and plans 


corrective action. 


Train 
Both on- and training opportunities 
are based the appraisal and established 
strengthen the individual that his perform- 
ance and chances for advancement may im- 


proved. His training should involve the 


acquisition new knowledge and facts, the 
opportunity for well-supervised and directed 
experience, the chance develop new ap- 
proaches work, meet different situations 
and improve his skills. 


TOOLS AND TECHNIQUES 


The personnel development staff has the re- 
sponsibility for designing tools, and for train- 
ing, counseling, and helping managers and 
individuals use them. Although services 
such education and training courses may 
provided for the line organization, ordinarily, 
tools should first designed the personnel 
development staff and then used the line 
organization. well-designed tool used ef- 
fectively the ideal, but effective use can 
compensate for poor design. However effec- 
tive the tool, has, course, its limitations; 
while these tools and techniques facilitate the 
interaction employees and make the rela- 
tionship between manager and man more pro- 
ductive, they can never expected replace 
interaction, either formal informal. 

For each the parts this structure 
personnel development, tools and techniques 
have been devised. These include: 


Man-power Planning 


Man-power planning review 

Man-power needs forecast 

Organization planning 

Organization research projects 
Back-up charts 


Evaluation 


Man-power audits 
Man-power evaluation 
Candidate slates 


Communication 


Orientation 

Job description 

Job goals 

Performance standards 


Appraisal 


Performance appraisal process 
Performance appraisal audit 
Performance improvement planning 
Performance appraisal research 
Self-appraisal 


Training 


— 


Seminars 

Job coaching 

Job enlargement 

Leadership training 

Rotational assignments 

Special assignments 

Training through simulation 
Classes with knowledge emphasis 
Classes with skill emphasis 

Directed reading 


Motivation 


Climate reviews 
Opinion surveys 


Policies and practices documentation 
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Recognition professional accomplish- 
ments 

Titling positions 

Judicious use status symbols 

Financial rewards 


attempt state philosophy person- 
nel development has not included descrip- 
tion the tools and techniques involved 
specific reference some the excellent re- 
search being done this field. Rather, the ef- 
fort has been directed toward stating some 
fundamental operating principles order 
provide framework that will aid the under- 
standing activities covered the term per- 
sonnel development and order place 
perspective some the tools and techniques 
used this field. The thoughtful businessman 
will attempt understand the role develop- 
ment and give proper emphasis this activity 
his organization. The very survival his 
business may depend how successfully this 
effort accomplished. 


TREATING the laborer first all man, the employer will 
make him better working man; respecting his own moral 
dignity man, the laborer will compel the respect his em- 


ployer and the community. 


PASTORAL LETTER THE ROMAN CATHOLIC ARCHBISHOPS 
AND BISHOPS THE UNITED STATES, FEB. 22, 1920 
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CHARLES REEDER 


How Population Composition 


Economic Growth 


RECENT years, economic growth has 

become important public issue. Dis- 
cussions economic growth are longer 
limited college textbooks the academic 
world but may heard almost daily the 
political arena, business circles, and any- 
where that questions national interest are 


discussed. These discussions usually center 
the question what our rate growth should 
be. the layman, differences growth 
rate only one two percentage points ap- 
pear slight. But experts know that far differ- 
ent national economic policies would re- 
quired increase our growth rate two per- 
centage points than increase only one, 
not all. 

Those who express the most concern over 
our growth, and who advocate the greatest 


Mr. Reeder Associate Economist for DuPont 
DeNemours Company. 


increase the growth rate, point out that our 
economy would grow faster utilized all 
our resources more fully, that periodic reces- 
sions stunt our growth, and that our present 
growth rate compares unfavorably with those 
Russia, Japan, and many Western European 
countries. Suggestions vigorous measures 
for increasing our growth usually accompany 
such analyses. 

Those who are less alarmed over our per- 
formance point out that our postwar growth 
rate 3.5 per cent per year (gross national 
product constant prices) significantly 
higher than our long-term rate 3.0 per cent 
per year, that our growth has been interrupted 
only three brief recessions the fifteen 
years since the end World War II, and that 
unique circumstances explain the rapid 
postwar industrial expansion Russia, Japan, 
and Western Europe. Only modest changes, 
any, broad economic policies would rec- 
ommended from such analysis. 
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The purpose this article not settle 
this dispute, but explore some the basic 
aspects the growth process itself. More 
knowledge economic growth necessary 
before can criticize praise our past per- 
formance, and particularly before can sug- 
gest ways for improving our performance 
the future. 


THE EVER-PRESENT FACTOR 


One difficulty analyzing the growth process 
that causes growth never remain fixed for 
long. New forces appear from time time, 
and old forces rise and diminish importance. 
But there one ever-present factor that 
analysis economic growth can ignore, and 
that population. People are the producers 
and the consumers goods and services. 
What call growth simply statistical 
measure the annual rate change the 
production consumption these goods and 
services. The importance population 
widely acknowledged that many analyses 
our future growth are based almost entirely 
population trends. Most these forecasts 
predict accelerating rate growth the 
coming decade, and from these that the 
decade has received the labels “golden sixties” 
“soaring sixties.” The reasoning these 
forecasts, broadest terms, follows: 


There will enormous increase 
the number persons the 18-to-24 age 
group the result the baby 
boom during and following World War II. 

Since approximately two-thirds all 
marriages take place this age group, the 
rate new family formation will rise sharply 
the 

The demand for housing, furniture, and 
appliances, stimulated this upsurge new 
family formation, will provide the foundation 
for accelerated rate economic growth 
during the decade. 


this reasoning sound, however, should 
follow that whenever the rate new family 
formation declines, retarding influence 


TABLE 


Postwar Trends the 18-to-24 Age Group, 
Marriages, and GNP 
1954 


Persons 18-24 Marriages Dollars 
(in thousands) (in thousands) (in billions) 


1946 16,648 2,291 $282.5 
1947 16,418 1,992 282.3 
1948 16,306 1,811 293.1 
1949 16,120 1,580 292.7 
1950 16,014 1,667 318.1 
1951 15,752 1,595 341.8 
1952 15,494 1,539 353.5 
1953 15,321 1,546 369.0 
1954 15,204 1,490 363.1 
1955 15,118 1,531 392.7 


Data for this table were collected from the U.S. 
Bureau the Census, the U.S. Department Health, Education 
and Welfare, and the Office Business Economics, U.S. Depart- 
ment Commerce. 


exerted the economy. Demand should 
less buoyant and growth more difficult 
achieve under such circumstances. And yet, 
when these conditions actually occurred dur- 
ing the first postwar decade, our economy was 
experiencing exceptionally rapid growth. Be- 
tween 1946 and 1955, there was substantial 
rise total national output despite steady 
decline the number persons the 18-to- 
age group and the number marriages 
and new families formed. These trends are 
shown Table 

There are two possible explanations for this 
apparent paradox: Population trends may 
less important causes economic growth than 
have generally believed; or, population 
trends are important causes growth, but 
their influence somewhat more subtle than 
nomic-growth” analysis suggests. either 
case, more thorough analysis the role 
population trends the postwar period 
order. Until the relationship population 
factors the actual performance the econ- 
omy during this period clearly understood, 
sound assessment expected population 
changes the cannot made. 
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Horizons 


Postwar Expansion 


When World War ended 1945, peacetime 
production began with built-in stimulus 
tremendous proportions: the pent-up desire 
for consumer goods carried over from the de- 
pression years low income and from the 
shortages the war years. Moreover, these 
desires could translated into effective mar- 
ket demand because the vast accumulation 
liquid assets the hands the public 
that time. 


But these circumstances alone, important 
they were, could not propel the economy 
forward for fifteen years. Other stimulants 
were necessary, and these appeared the 
form successive waves expansion con- 
sumer durable goods production, house- 
building, commercial and industrial con- 
struction, capital goods production, and 
school and road construction. 

Each these forces, however, received 
strong boost from the changing age structure 
the population during those years. This 
not say that population trends alone were 
responsible for our postwar growth, but rather 
that, the extent population factors can affect 
other forces growth, changes the postwar 
age composition the population added 
our over-all growth rate during this period. 


THE POSTWAR POPULATION 
Between. 1945 and 1955, the total U.S. popula- 
tion grew 25.3 million persons, per 
cent. This growth was not shared equally 
all age groups, however, can seen from 
Table Growth age groups ranged from 
increase per cent the under-10 age 
group actual decline per cent 
the 18-to-24 age group. The prolonged upturn 
the birth rate following World War was 
course responsible for the increase the 
under-10 age group, whereas the low birth 
rate the caused the shrinkage the 
18-to-24 age group. 1945, the 18-to-24 age 


TABLE 
Age Distribution, 1945 and 1955 
(in thousands persons) 


Change, 1945 1955 


Per- 
1945 1955 Amount centage 
Total popu- 
lation 139,928 165,270 
Under 23,801 35,456 +11,655 +49 
17,692 20,191 2,499 +14 
10,494 14,069 3,575 +34 


Data for this table were collected from the U.S 


Bureau the Census. 


group was made persons born between 
1921 and 1927, but 1955 this age group 
consisted persons born the depression 
years between 1931 and 1937. 

Surprising may seem, the two age 
groups that provided the greatest stimulus 
our growth the postwar period were the two 
that moved opposite directions the great- 
est amount—the under-10 group and the 18-to- 
group. the case the under-10 age 
group, the huge increase numbers alone was 
stimulating. the case the declining num- 
ber 18-24-year-olds, the stimulus was in- 
direct. 


The 18-to-24 Age Group 


Since 18-24-year-olds represent the prime 
source new recruits for the labor force, 
decline their numbers, combined with the 
high level economic activity that prevailed, 
created labor shortage. Each year during 
the late 1940’s and early more new 
workers were sought employers than were 
being added the labor force from the 18-to- 
age group. Because this pressure, many 
who otherwise might not have worked were 
drawn into the labor force. This was particu- 
larly true married women over years old. 
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TABLE 


Working-Age Population and Distribution 
Total Labor Force 
(in thousands persons) 
Change, 1946 1955 
centage 


1946 1955 Amount 
Population, age 
Total labor 


force 60,832 68,896 +13 
Male 43,976 48,054 +4,078 
Female 16,856 20,842 +3,986 +24 


and over 8,117 12,134 +4,017 +49 
Married 

(husband 

present +2,814 +71 
Single, 

widowed, 


divorced +1,203 +29 


Data for this table were collected from the 
Bureau the Census. 


Between 1946 and 1955, the age group 
full-time workers (18 64) increased per 
cent, but the total labor force rose per 
cent. The “extra” rise the labor force was 
brought about per cent increase the 
number women the labor force, since the 
number men rose approximately the 
same percentage did the 18-to-64 age group. 
The number women under the labor 
force remained virtually unchanged between 
1946 and 1955—a reflection the decline 
the number 18-24-year-olds the popula- 
tion—but the number women over rose 
per cent, and the number married 


women over increased per cent 
(Table 3). 


Income and Spending 


This dramatic rise the number working 
wives resulted marked increase family 
income: Average family income rose from ap- 
proximately $2,800 1946 over $4,400 
1955. 1955, nearly per cent all fam- 
ilies had two more wage earners; and the 
average income families with wife the 


paid labor force was per cent higher than 
the income families without wife the 
paid labor force. 

The additional income earned working 
wives gave definite stimulus consumer 
spending during the postwar period. Various 
studies have shown that the income brought 
working wife usually spent for such 
specific items appliances, cars, vacations, 
education, whereas the same total income 
were brought one breadwinner, the 
amount now provided second income 
would spent different way. 


Capital Investment 


The labor shortage, besides increasing income 
and spending, stimulated capital investment. 
Sheer scarcity man power—the result the 
reduced number 18-24-year-olds the pop- 
ulation—encouraged investment new proc- 
esses equipment that would replace hu- 
man labor. But more important than this was 
the stimulus investment that came about 
through higher employment costs, induced 
the labor shortage. Management strove off- 
set these rising costs wherever possible 
stepping investment equipment that 
would increase the productivity labor. 
Thus, some the increases plant and equip- 
ment expenditures during the postwar period 
can attributed the reduced number 
18-24-year-olds the population. 

addition the chain events indicated 
above, there were side effects that further 
reinforced the high level demand for both 
capital goods and consumer goods these 
postwar years. Rising wages produced not 
only higher costs for employers but also higher 
incomes for employees, that consumer 
spending well business investment felt 
the impact wage trends during this period. 
And the expanding demand for consumer 
goods that resulted from both rising wages 
and the income working wives stimulated 
increased capital spending for additional in- 
dustrial capacity. 
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TABLE 


Marriages and Births Selected Groups, 
1946-48 and 1955 


(figures thousands) 
Change, 


1946-48 1955 
Average, Per- 
1946-48 1955 Amount centage 


Population 

years 16,457 15,118 

years 33,890 35,760 +1,870 


Marriages 2.031 1531 500 
Total births 3,622 4,104 482 +13 
Ist child 1,403 1138 265 
1,000 1104 104 +10 
child 519 800 281 +54 
4th child 267 462 195 +73 
5th child 152 249 +64 
6th and 
over 281 351 +25 


Data for this table were collected from the 
Bureau the Census and the U.S. Department Health, Edu- 
cation, and Welfare. 


The Under-10 Age Group 


The other major stimulus economic growth 
during the postwar period was the tremendous 
increase the under-10 age group. This in- 
crease was, course, the result the postwar 
baby boom, which itself was the result 
increasing number women the 25-to-39 
age group and the trend toward larger fam- 
ilies. This trend was predominantly social 
phenomenon, but was encouraged the 
general availability jobs and the rising level 
income. These removed element eco- 
nomic uncertainty that the past had been 
deterrent having large families. 

Big the baby boom was, would have 
been even bigger had there not been decline 
the number first births during these post- 
war years. This decline paralleled the drop 
marriages, which turn reflected the reduc- 
tion the number 18-24-year-olds. (Over 
per cent all first births are women 
under years old.) Details these trends 
are shown Table 

The stimulus that larger families provided 
the economy was much more direct than 


that from the declining number 18-24-year- 
olds, although not necessarily more important. 
There was immediate need for bigger 
homes with more bedrooms, and long-term 
need for schools. response these needs, 
builders and developers began erecting houses 
record rates, and states and municipalities 
began providing the necessary schools. These 
projects created additional needs for streets, 
sewers, water systems, and commercial estab- 
lishments, all which kept the construction 
industry continuously expanding throughout 
this period. 

Thus, the two divergent population move- 
ments, instead counteracting each other, 
actually reinforced each other stimulating 
economic growth. Moreover, the end results 
these stimuli contributed the very condi- 
tions that had initially caused them. The ex- 
pansion industrial output and the rising 
level construction activity created both 
more jobs and additional income, and the 
prosperity that resulted one the conditions 
giving rise labor shortage and increas- 
ing birth rate. The circular nature this en- 
tire process growth shown graphically 
Figure 


External Factors 


important note that, although the proc- 
esses growth, shown, are highly inter- 
related, they are not entirely self-sustaining; 
that is, they will not generate their own mo- 
mentum indefinitely. During the specific pe- 
riod 1945 1955, external factors the form 
the declining number 18-24-year-olds 
and the increasing number 25-39-year-olds, 
conjunction with conditions general pros- 
perity, helped produce the labor shortage 
the one hand and the rising birth rate the 
other. These external population factors were 
unique this period. 


THE SIXTIES 


light this analysis, let re-examine pop- 
ulation conditions and their possible influence 
the the first place, the age com- 


— 


The Impact Postwar Population Patterns Economic Activity 


General 


lini number of 
Declining 


adults 
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prosperity 
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Need for better highways 


position the population will differ consider- 
ably from what was the postwar period 
several important respects: 


The depression babies, who 
sponsible for the decline the number 18- 
the late and early 
will cause declines within the 25-to-39 
age group the Persons born between 
1930 and 1940 will between and 
years old 1965 and between and years 
old 1970. 

The postwar babies, who contributed 
the postwar construction boom, will cause 
the number 18-24-year-olds rise sharply 
the This group will increase 
per cent over the decade. 

The total number babies expected 
born the will rise, but the percent- 


Rising birth rate 
(particularly second, third, 


Need for Need for 
homes schools 


Need for streets, 


utilities, and commercial 
buildings 
Demand for 


materiais and projects 


Resulting output the 


age gain the under-10 age group will 
much less than was between 1945 and 1955. 


There undoubtedly will substantial in- 
crease the number first births after the 
middle the decade, reflecting the rise the 
number 18-24-year-olds, but this may 
largely offset smaller total number 
second, third, and higher order births, result- 
ing from declines the 25-to-39 age group. 
order for, the total number second, third, 
and higher order births remain unchanged 
despite reduction the number women 


years old, further increases the aver- 
age size families would necessary. De- 
tails these expected population changes are 
shown Table 
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HORIZONS 


TABLE 


Age Distribution the Population: 1960, 1965, and 1970 


(in thousands persons) 


Change, 1960-70 


1960 1965 1970 Amount Percentage 
Total population 179,773 193,643 208,199 +16% 
Under 38,797 39,976 41,018 2,221 
25,652 29,872 32,366 6,714 +26 
and over 15,779 17,638 19,549 3,770 +24 


U.S. Bureau the Census, Series III projection from Projections 
the Population the U.S., Age and Sex, 1960 1980,” Current Population Reports 


(P-25, No. 187; Washington: U.S. Gov't Printing Office). 


New Pattern 


suggest, produce accelerated rate growth 
the This not, however, say that 


The changes the age composition the new pattern population growth 
population the forthcoming decade will negative influence. Some the 
almost the reverse those that stimulated the age composition the popula- 

growth the postwar decade. How this new tion that know will occur the 1960's 
pattern will affect economic growth the doubtedly will stimulate economic 

number young people will create new 
simple answer. Undoubtedly our economy 
for educational facilities, clothing, housing 
will continue grow. Our government 
space, and many household items. The ques- 
committed the Employment Act 1946 
maximum employment, production, and pur- 
postwar growth stimulants that resulted from 
the books, the pressures the cold war woul tion that took place during that period. This 
bring about essentially the same results. Thus, what must happen our growth rate 
can quite certain that totalemployment 
and output will expand the decade ahead. 
the significant question whethe 


growth will take place rate that greater 
less than that the postwar period. 


Insofar population factors alone are con- 
cerned, note caution must sounded. 
the pattern population growth that pre- 
vailed the postwar period truly stimulated 
the economy, difficult see how the in- 
verse this pattern can, widely held views 


would well advised recognize the pos- 
sibility that the growth rate the U.S. econ- 
omy the may greater than that 
the Population factors may not pro- 
vide the net stimulus growth that many 
have been counting on. expect sub- 


stantial increase our growth rate risk 
disappointment, and disappointment even 
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though unjustified—can all too easily lead 
actions detrimental growth. 

Whether our over-all growth rate the 
higher, lower, the same the 
there are some statements about the 
years ahead that can make today with 
high degree certainty. know, for exam- 
ple, that the forthcoming population changes 
will bring about marked differences the 
structure economic activity. The labor 
shortage the postwar years will over- 
come, the aggregate, the huge increase 
the number 18-24-year-olds. Indeed, 
signs such trend are already discernible 
the gradually rising level unemployment 
—particularly among younger workers. But 
the same time the present shortage skilled 
and technically trained workers may become 
more acute, and new shortage may develop 
the ranks middle management. 

The structure market demand also will 


affected. The demand for suburban single- 
family houses with three four bedrooms 
quite likely slacken while the demand for 
apartments other small rental units can 
expected rise sharply. Consumer spending 
for clothing, education, travel, and other non- 
durable goods and services may increase rela- 
tive the spending for new cars, appliances, 
and other durable goods. 

Thus, there will different areas growth, 
different areas contraction, different sources 
strength, and different sources trouble 
the 1960’s. Our over-all growth rate will de- 
pend large extent how well business 
and government leaders prepare for these 
changes and how realistic their expectations 
are. Failure plan advance will result 
lost opportunities for business and reduced 
growth rate; sound planning can mean greater 
success for individual firms and higher 
growth rate for the country. 


OUR own times the whole Hellas has been afflicted with 
low birth rate or, other words, with depopulation, through 
which the states have been emptied inhabitants with ac- 
companying fall productivity—and this spite the fact that 
have not suffered from any continuous wars epidemics. 
The fact that the people Hellas had entered upon the false 
path ostentation, avarice, and laziness, and were therefore be- 
coming unwilling marry or, they did marry, bring the 
children born them; the majority were only willing bring 
most one two, order leave them wealthy and spoil 
them their childhood; and consequence all this the evil 
had been spreading rapidly before was observed. 


—Polybius 
BOOK Xxxvi 200 B.c.) 
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Case Study 


FAMILY FIRM 
SEEKS WAYS 
RAISE PROFITS 


Leslie Waters 


EARLY 1959, Mrs. Josephine Strauser, Presi- 
dent Strauser Company, received the 
firm’s annual financial statements for 1958; 
she immediately began searching for meas- 
ures that would increase the company’s sta- 
bility, productivity, and profitability. 

Her company had its inception 1933 
when she and her husband purchased from 
estate small company engaged the manu- 
facture immersion-type water heaters 
Chicago. From 1933 1938, the company en- 
gineered itself into position producing re- 
sistors for automotive voltage regulators 
well heating elements for electrical appli- 
ances. During the middle thirties, labor strife 
and general economic conditions were not 
conducive steady financial growth for this 
small business. 

1938, new corporation was formed and 
located miles from Chicago. Until the out- 
break World War II, the product line was 
unchanged. During the war, the company spe- 
cialized aircraft and automotive electrical 


Ray Powell 


parts. Postwar production reverted heating 
elements for all types electrical appliances 
for the consumer market. 

The company still situated near Chicago 
industrial city with population ap- 
proximately 25,000. Rail and highway con- 
nections are good, and there are two major 
airports within drives sixty minutes. 


THE COMPETITION 


There are three chief competitors the pres- 
ent product lines. One major competitor; 
the other two are smaller than Strauser, and 
Strauser officials consider all lacking 
adequate engineering and design facilities. 
addition, certain primary manufacturers 
appliances may make their own heating ele- 
ments, since relatively easy for major 
manufacturer enter this field. 

Both types competition are met com- 
petitive pricing, high-quality product, com- 
plete customer service (individual attention 


orders, fast delivery, engineering and oper- 
ational help and advice, and new product re- 
search), and know-how. Know-how results 
from the company’s wealth experience 
the business, wide circle professional ac- 
quaintances, and superior tool-and-die men 
who are bulwarks the engineering and pro- 
duction departments. Strauser also has the 
special ability tool quickly and inexpen- 
sively for relatively small orders. 


Elements for electric driers, major pro- 
duction item, illustrate Strauser’s position 
the field. Strauser has been supplying one out 
every three drier elements produced, but 
this ratio being increased approximately 
one out every two elements. Two attempts 
have been made trade upon the reputation 
Strauser Company using the name 
Strauser competing firm’s title; counter- 
act this, the Strauser company now uses the 
trade name Sylverkrom. 


The most serious product competition, 
Strauser officials believe, concerns the tubular 
heating element utilized all types electric 
appliances. However, the success certain 
experiments and research new patented 
process leads officials the company be- 
lieve that their company holds the answer 
this type competition. 


ORGANIZATION 


The company has five-man board direc- 
tors. the five, only the firm’s legal counsel, 
who doubles secretary the company, may 
considered outside director. Mrs. 
Strauser, president the firm, owns all the 
common stock. 


Executives 


“Jo” Strauser intelligent, community- 
spirited, and attractive mother two and 
grandmother five. She superior bridge 
partner, excellent golfer, and 
headed businesswoman field usually lim- 
ited masculine competition. Mrs. Strauser 
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took personal interest the business the 
thirties and throughout World War acted 
shop superintendent the company, super- 
vising about 150 workers, mostly female, 
the war effort. When Strauser died 
1946, Mrs. Strauser became president the 
company, which, through some previous mis- 
handling, was virtually bankrupt. With the 
aid her son, she has developed the firm 
its present position. 

Mrs. son, John Strauser, Jr., 
presently holds the position executive vice- 
president and heads the engineering and re- 
search and development departments. His en- 
gineering education was interrupted 
World War II. After returning from service, 
joined his mother the difficult task re- 
habilitating the company and, 
quence, holds formal degree. However, his 
practical experience the company has been 
augmented participation the Indiana 
University Executive Development Program, 
and his engineering and executive abilities are 
well recognized the electrical heating ele- 
ment industry. Although “Strauss” holds only 
preferred stock the company, im- 
portant member the board directors. 


Personnel 


Labor locally recruited, and present 
plentiful supply help available. ma- 
jority the production workers, mostly fe- 
male, have been with the company for con- 
siderable time. The plant organized the 
and industrial relations are greatly 
influenced the situation the steel indus- 
try. Company executives state that they feel 
themselves the mercy the labor sit- 
uation the steel industry, and that the con- 
tinually increasing employee benefits make 
the company’s efforts remain competitive 
exceedingly difficult. The average wage 
about $1.60 hour, and the two tool-and-die 
men receive about per hour. The firm nor- 
mally employs between and 100 hourly 
workers 40-hour-week basis. 
Hospitalization benefits (medical and sur- 
gical) are provided under the union contract, 
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and employees may personally finance de- 
pendency benefits. $1,000 death benefit 
provided for each employee. profit shar- 
ing, bonus, incentive pay plan provided; 
vacations with pay are provided after one 
service, and vacation time gradually 
increased until reaches three weeks after 
years’ service. severance fund, based 
hours worked, managed insurance 
company. 

Overhead personnel includes, addition 
the executives, one female and two male 
foremen, three draftsmen, one engineer, four 
female clerks, one purchasing agent, one con- 
troller, and the production manager. 

Inherent business this size, course, 
close acquaintance and social contact—em- 
ployees throughout the company know each 
other, and all are known the supervisors 
and executives. Labor problems are mitigated 
considerable degree the rapport estab- 
lished through this personal contact. 


Engineering, Research and Development 


The engineering and research and develop- 
ment departments usually function unit 
and consist five men: Strauser; assistant 
who experienced engineer but has 
formal degree; and three draftsmen. The tool- 
and-die men also render important services 
this area. 

addition all engineering, research, and 
development, this area responsible for cost- 
ing for bids; developing specifications for bids; 
and searching for new products and new uses 
for old products. Trade and technical publica- 
tions are used keep abreast the latest 
developments materials, innovations, and 
developments within the industry, and tech- 
nological progress general. 


PRODUCTION 


Production carried two plants: Wa- 
bash, old remodeled three-floor brick build- 
ing, close the downtown area, providing 
total approximately 20,000 square feet 


floor space; and Potomac, relatively new 
one-floor building about four blocks farther 
from the center town, providing about 
4,000 square feet space. The company owns 
the Wabash building but leases the Potomac 
plant. 


Wabash Plant 


Because its obsolete structure, the Wabash 
building does not lend itself efficient layout, 
and its obsolescence factor worker ef- 
ficiency, housekeeping, handling costs, and 
various controls. The street-level floor this 
structure houses the general offices, receiving 
and shipping, storage, engineering, and re- 
search and development. The heavier ma- 
chine and welding operations are conducted 
the basement, which also houses the facili- 
ties used the tool-and-die men. Relatively 
lighter operations, such coiling shaping 
resistance wire and assembling frames, 
are conducted the second floor. The build- 
ing serviced centrally located, old- 
fashioned elevator. 


Fabricating and assembling operations 
begin with the purchase heavy steel wire 
coils. cold-press forming, this 
shaped into frames for the heating elements. 
Arms containing porcelain insulators—called 
Saddle Loop Saddle Loop forms—are 
resistance-welded the frames. The Saddle 
Loop and Saddle Loop forms are 
patented construction process. The patent 
pany and steel products company 
Michigan and involves method forming 
steel around ceramic insulator—the basic 
construction procedure for all heating ele- 
ments now being produced Strauser. 

After the loops are welded the frames, 
the frames are inspected, packaged, and 


shipped nickel-plating firm Jackson, 
Michigan. Strauser feels that the Jackson com- 
pany performs function 
very satisfactorily and economically since the 
company operates third shift for this work 


and thereby utilizes heating operations that 
otherwise would wasted. 

When the plated frames are returned 
Strauser, they are sent the top floor the 
plant where previously coiled resistance wire 
threaded through the porcelain insulators 
the frames, and terminals are attached. After 
inspection, the completed assemblies are 
packed for shipping the customer. 


Potomac Plant 


This plant produces band heater elements, 
primarily for use water heaters. Alumi- 
nized sheet steel purchased coils the 
desired width. After “sinuating” process, 
electrical resistance wire cut proper 
length and encased sheet mica; when this 
subassembly clamped into the steel bands, 
terminals are attached. The units are tested 
electronically and packed into cartons for 
shipment. 

Strauser developing department the 
Potomac plant for forming steel wire into 
heating element frames. Even with this de- 
partment operation, considerable space 
will remain for warehousing. 


Production Scheduling and Control 


The production manager works with the shop 
foremen perform, site, the functions 
scheduling and production control necessary 
for meeting required delivery dates. Jobs are 
processed order well for stock, and 
consideration given economic job lots 
within the sales forecast and the financial 
limitations the company. 


MARKETING 
Service and Replacement Parts 


More than per cent the total production 
devoted the manufacture service and 
replacement parts for nationally known home 
appliances; this production distributed 
through single wholesale house New York 
City. Mrs. Strauser feels that this market may 
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ultimately expand sales $400,000 
$500,000 annually, and that this type busi- 
ness provides ar. excellent depression hedge. 


Original Equipment Production 


The remainder production for O.E.M. 
(original equipment whose 
accounts are handled protected territory 
basis sales agents Red Bank, New Jer- 
sey; Clearwater, Florida; Nashville, Tennes- 
see; Wichita, Kansas; Cleveland, Ohio; and 
Adrian, Michigan. West Coast office has re- 
cently been closed, and the company the 
process setting new offices there. Agents 
are granted per cent commission all 
O.E.M. business originating 
tories. return, they provide all marketing 
services within their territories: customer sat- 
isfaction, warranty service, new product re- 
quests suggestions, follow-up orders, 
and close customer liaison general. 

Mrs. Strauser prides herself her personal 
supervision these services, 
that she must provide the utmost service 
remain competitive. Mrs. Strauser herself acts 
general sales manager, using the Adrian 
representative her assistant. 


Customers 


present, the largest customer for standard 
heating elements Whirlpool, whom 
165,780 drier elements were supplied 1958. 
Mrs. Strauser has been successful 
relations with Whirlpool that now, for the 
fourth time four years, Strauser the sole 
source heating elements for that company. 
Fedders-Quigan (all-weather heating and air 
conditioning units) another major cus- 
tomer; other companies that are have been 
customers are American Bosch, Surface Com- 
bustion Corporation, Norge, General Electric, 
Emerson Electric, and Westinghouse. 
Smith water the prin- 
cipal customer for band heaters. The books 
show about one hundred accounts receivable 
O.E.M. accounts. 
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Condensed Comparative Balance Sheets, December 31, 1957 and December 31, 1958 


Current assets 


Cash hand and bank 
Receivables (net 
Inventories 
Unamortized dies 
Deferred development costs for Supertherm 
Prepaid expenses 
Total 


Current liabilities 
Notes and contracts payable, 
due within one year 
Accounts payable and accrued expenses 
Taxes payable accrued 
Total 


Net working capital 

Other assets and liabilities 
Property, plant and equipment 
Appraisal increase 
Deferred insurance costs, beyond one year 
Deferred die costs, term, beyond one year 
Good will 
Other liabilities, term 

Stockholders’ equity 


Preferred stock 

Par value and unpaid dividend 
Common stock 

Par value 

Retained earnings 

Appraisal increase 


Total stockholders’ equity 


Ratio current assets current liabilities 


warranty material and work- 
manship given all customers, and they are 
billed per cent off for payment within 


days, net days. 


The Sales Forecast 


Mrs. Strauser makes the annual sales forecast, 
revising periodically from her personal ex- 


1957 


3,719.09 
64,423.98 
137,953.14 
11,098.78 


10,127.72 
$227,322.71 


43,815.81 
79,101.96 

$147,483.01 

79,839.70 
90,531.30 
98.880.75 

6,300.00 


6,050.00 


39,098.80 


13,751.00 
68,971.20 
98,880.75 

$220,701.75 


1.42 


1958 


3,168.98 
66,631.56 
160,870.46 
8,589.00 
8,678.49 
14,656.24 
$262,594.73 


41,674.09 
153,463.28 
8,984.07 
$204,121.44 


58,473.29 


96,276.80 
1,500.00 
14,665.21 
6,050.00 

(52,200.00) 
$217,646.05 


38,583.80 


13,751.00 
72,430.50 

$179,062.25 

$217,646.05 


1.29 


Increase 


8,678.49 


74,361.32 
15,581.17° 


$21,366.41° 


5,745.50 

6,000.00° 

14,665.21 


3,055.70° 


perience and additional information. Based 
analytical reports from each sales office, 
these reports are built checking with 
customers each area their potential vol- 
ume. The forecast influenced the state 
the national economy and prospects for the 
electrical industry, particularly the appliance 
field. The forecasts may modified indi- 
cations received from trade publications. The 


(60,900.00) 
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Comparative Statement Income and Retained Earnings, 1957 and 1958 


Amount Per Cent Sales 
1957 1958 1957 1958 


Net sales $1,308,263.51 $1,064,597.14 100.00% 100.00% 
Cost sales 1,018,320.64 860,778.11 77.76 80.85 


Gross profit 289,942.87 203,819.03 22.24 19.15 


Selling and administrative expenses 
Selling 
General and administrative 
Operating income 
Other income 
Rent 
Commissions 
Interest and miscellaneous 


Other deductions 
Discounts allowed 
Inventory obsolescence 
Interest expense 

Total 


Income before taxes income 
Income taxes 


Net income 


141,794.67 
65,189.67 


82,958.53 


480.00 
7,056.01 
930.22 


91,424.76 


12,529.49 
26,800.27 
6,661.45 


45,991.21 


45,433.55 
19,759.00 


25,674.55 


120,535.38 
63,967.28 


19,316.37 


520.00 
6,354.06 
117.36 


26,307.79 


9,611.76 


6,262.43 


15,874.19 


10,433.60 
4,701.70 


5,731.90 


11.32 
6.01 


Retained earnings, January 1958 
Total 
Less dividends paid preferred stock 


Retained Earnings, December 31, 1958 


sales forecast the beginning 1959 indi- 
cated total sales for the year slightly excess 
$1,000,000. 


Advertising 


About per cent gross sales budgeted for 
advertising, which has close connections with 
the electrical industry and the home econom- 
ics profession. The company retains adver- 
tising agency, which works with the engineer- 
ing and production departments. Advertising 
appears trade publications, and catalogues 
are provided for customers 
customers. 


70,110.00 
75,841.90 
2,287.60 


73,554.30 


Pricing 


Prices are computed adding these items to- 
gether: material costs plus per cent; actual 
direct labor costs (pilot studies may run 
where experience does not provide sufficient 
guide margin between 150 per cent and 
200 per cent material cost and direct labor 
cost depending upon judgment and size 
order, cover overhead and profit; and fi- 
nally fixed amount, based upon judgment 
and experience, cover setup time and con- 
tingencies. new system methods and 
standards being installed aid estimat- 
ing and manufacturing analysis. 
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PURCHASING 


From 750 1,000 separate raw and subassem- 
bly items are purchased from appropriate spe- 
cialty companies: Continental Diamond Fibre 
Company furnishes some 
bushings (which are subject exacting hu- 
midity specifications are supplied Ameri- 
can Lava Chattanooga, Tennessee, and the 
Saxonburg Manufacturing Company Sax- 
onburg, Pennsylvania; nickel wire comes from 
Wilbur Driver, Newark, and from Driver- 
Harris, Harrison, New Jersey; aluminized 
steel for the band heaters comes from Armco; 
bright basic mill supplies are ordered from 
Stubnetz Green; and fuses are purchased from 
Busman, St. Louis. 

Most the mica purchased abroad 
sheets. Since the mica coming from England 
has proved heavier than required, and since 
ily expensive. consequence, the major por- 
tion mica now purchased the sheet 
from West German sources—a more economi- 
cal and satisfactory arrangement. 

general, purchasing geared incom- 
ing orders but adjusted economic purchase 
lots and the sales forecast quantities, 
prices, and finances dictate. Although incom- 
ing materials have not been regularly and 
routinely inspected the past, newly- 
appointed purchasing agent with two and 
one-half years experience the company 
expected inaugurate inspection system 
and improve the department generally. 
will also charge shipping and out- 
going inspection, well invoicing. 


FINANCE 


The corporate charter the company, valid 
for thirty years from 1938, authorizes 5,000 
shares nonvoting $10 par value per cent 
cumulative preferred stock. December 31, 
1958, there were 3,796 shares outstanding, 
chiefly the hands company employees. 
The preferred was originally issued finance 


purchase the business and obtain 
R.F.C. loan, and Mrs. Strauser has stated her 
intention repurchase and retire oppor- 
tunities and finances permit. 

The charter also authorizes 50,000 shares 
par value common stock, which 12,346 
shares were outstanding the close 1958. 
Mrs. Strauser states that although outsiders 
are interested buying into the firm, she 
fears the possible loss control and does not 
wish subjected the pressures out- 
side influence. 

August, 1952, firm appraisal engi- 
neers from Chicago appraised the property 
the company. This firm has reviewed its ap- 
praisal each year the anniversary the 
original appraisal. August 21, 1958, the 
appraisal showed: 


Replacement value (new $369,999.42 
Current value 
Insurable value 


This appraisal does not include tools, dies, and 
jigs (at net sound value $37,851.22), autos, 
drawings, electrical supplies, good will, in- 
tangibles, land, machine repair parts, personal 
property officers, inventory, stationery and 
office supplies, tool stores. 


Accounting 


Cost procedures are primarily the job type. 
Mrs. Strauser states that she feels the need for 
more adequate cost controls and analysis, 
well for manual standard methods and 
procedures. She believes that certain produc- 
tion processes might significantly improved 
rearrangement, but lacks analysis the 
cost such rearranging. 

Mrs. Strauser complains that she does not 
have sufficient working capital take advan- 
tage all discounts offered and believes that 
this fact results net discounts lost more 
than $20,000 per year. The books show about 
eighty accounts payable. 


The company audited reputable firm 
from Chicago. (Statements and reports are 
included this study. 


Cost Sales for Year 1958 


Inventories 1958) 
Material purchases 
Direct labor 
Outside work—plating 
other 
Indirect labor 
Supervision 
Shipping and receiving 
Purchasing 
Die setup 
Die repairs 
Vacation and holiday 
Trucking 
Building repairs 
Machinery repairs 
Depreciation 
Power, gas, and water 
Insurance 
Taxes 
Supplies 
Band heater division expenses 
Die amortization 
Pension costs 


Inventories: December 31, 1958 
Cost sales 


Factors Affecting Decrease Working Capital, 1958 


Sources funds 
Net income for year 
Add expense requiring cash outlay: 
Depreciation 
From operations 


Reduction term portion insurance costs 
Book value assets traded-in 


Total provision 

Applications funds 
Purchase machinery and equipment 
Increase term portion unamortized dies 
Dividends preferred stock 
Reduction term liabilities 
Redemption preferred stock 

Net decrease 
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137,953.14 
$567,615.85 
145,071.05 
19,479.30 
2,782.57 
19,551.34 
13,824.26 
8,757.83 
1,799.73 
7,097.82 
9,310.39 
4,239.81 
1,936.27 
4,941.53 
11,626.78 
4,430.55 
12,144.19 
17,956.51 
11,101.28 
5,512.44 
9,421.57 
5,094.36 883,695.43 
$1,021,648.57 
160,870.46 
860,778.11 
5,731.90 
14,800.23 
$20,532.13 
4,800.00 
575.91 
$25,908.04 
$21,121.64 
14,665.21 
8,700.00 
500.00 47,274.45 
$21,366.41 
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Horizons 


ADDITIONAL CONSIDERATIONS 


Insurance 


Mrs. Strauser carries $220,000 worth life in- 
surance herself with the company named 
beneficiary and has additional insurance 
help meet costs estate settlement and other 
contingencies. 


Supertherm 


The Strauser company has obtained exclu- 
sive manufacturing and distribution rights 
through 1961, with options for renewal, 
new patented process for the direct embed- 
ding resistance wire, protected fiber- 
glas insulation, into metal casting such 
aluminum. The one-piece flat shaped elec- 
trical heating element produced this proc- 
ess provides wide range controlled heat 
almost any type metal casting, and hun- 
dreds opportunities may exist for effective 
manufacturing applications. The Strausers 
are extremely enthusiastic 
therm’s possibilities. They believe that its 
great advantages over the conventional unit 
with cast-in element are that the Super- 
therm process permits any shaping resist- 
ance wire desired, and that embedded 
way that prevents the usual rate failures. 
The moisture-proof terminals Supertherm 
are sealed glass. 

The company gave special press party 
December, 1958, introduce this innovation 
the trade. The Strausers were well pleased 
with its reception. 

The Strausers believe that Supertherm may 
used effectively the following ways: (1) 
solid cast immersion heater; (2) solid 
cast convection heater, including the place- 
ment the heating element the convection 
fins themselves use with many possibilities 
the synthetic fiber industry); (3) within 
the surface element the metal counter top 
electric range; (4) de-icer the 


leading edge airplane wing; (5) the 
wall panel electric oven drier. 

Present plans call for the incorporation 
Supertherm operations into Wabash produc- 
tion, pending decisions the feasibility 
installing foundry and decisions whether 
not the company should relocate its entire 
operation. The Strausers face many prob- 
lems setting production processes and 
equipment. 


Plant Relocation 


The Strausers are seriously concerned about 
eliminating what they consider the shortcom- 
ings and inefficiencies their Wabash plant. 
They have discussed several possibilities in- 
volving plant relocation. 

plant that can purchased for about 
$175,000 and effectively remodeled for ad- 
ditional $15,000 available the outskirts 
the community. This one-story plant sit- 
uated five acres land with direct access 
both railroad and highway and would 
provide about 20,000 square feet floor 
space. Mrs. Strauser owns sixteen acres 
level land highly suitable for plant location 
adjacent this plant. The Strausers estimate 
that plant with 30,000 square feet floor 
space suitable for housing the entire operation 
and including space for Supertherm divi- 
sion could constructed for approximately 
$190,000. 

The Strausers have also seriously con- 
sidered the possibility moving the entire 
operation away from the Chicago labor mar- 
ket. Offers significant concessions have 
been made small towns below the Ohio 
River. These concessions have included build- 
ing plant lease-purchase basis, moving 
personnel, and helping finance the con- 
struction homes for Strauser executives. 
However, the Strausers note that these towns 
have generally been small, have lacked good 
transportation, and have had limited labor 
markets. the other hand, the Strausers be- 
lieve that key personnel, such the tool-and- 
die men, would move with the company. 


ANY ATTEMPT analyze and make recom- 
mendations for the long- short-run future 
the Strauser Company must prefaced 
this crucial question: What measures would 
have enabled this small supplier for the dur- 
able-goods industry weather more success- 
fully the second recession three years when 
its product high-quality and high-priced? 
Only then can the problems facing this closely- 
held family firm placed proper perspec- 
tive. 


DEFENSIVE EFFORTS 


The 1957-58 downturn the sales durable 
goods, which Strauser supplier, reduced 
net profit after taxes $30,000 for 
the two years. This was earned $2,400,000 
sales during the two years and represents 
after-tax net per cent sales. During 
this same period, one excludes the appraisal 
increase, Strauser was utilizing $350,000 
total assets. Sales $1,200,000 annually were 
providing sales total-assets-employed ra- 
tio less than 4:1. These two factors com- 
bined give return total assets employed 
close per cent; with some leverage 
gained from excessive short-term credit, this 
produced return invested stockholders’ 
equity per cent. 

some lines industry, per cent return 
equity employed would gratifying, but 
this certainly was not the situation with 
Strauser 1957-58. This modest return ex- 
hausted the company’s slight cushion cur- 
rent assets excess current liabilities. The 
initial countering move made the Strausers 
was attempt reduce inventories. They 
were unsuccessful this, however, and in- 


Mr. Powell Acting Chairman, Department Account- 
ancy, University Notre Dame. 
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Comments Ray Powell 


ventories actually rose the latter stages 
the recession, despite drastic reduction 
prices. that time, even drastic price reduc- 
tions could not significantly increase sales 
the industry. excerpt from Whirlpool Cor- 
poration’s 1957 Annual Report Stockholders 
shows that even larger firms were similarly 
affected: 


“In November and December there was 
precipitous sales drop the factory level 
approximately 30% below expectations. Anal- 
ysis shows this did not reflect drop retail 
sales but rather sudden and almost univer- 
sal reduction inventories our goods 
distributor channels. met this drop de- 
mand with extended factory shutdowns dur- 
ing December which resulted substantial 
losses for that month.... 

“During November and December expe- 
rienced drastic and unforeseen drop ship- 
ments products our customers. This 
condition resulted marked reduction 
their inventories related sales, and 
out proportion increase our finished ma- 
chine inventories year end.” 


better times, Strauser had managed 
spite inadequate planning (particularly 
sales forecasting) and inadequate cost ac- 
counting control techniques, offset deficien- 
cies close personal supervision line 
responsibilities. But the severity the unfore- 
seen downturn sales magnified these short- 
comings. Inadequate knowledge costs 
underlying pricing policy was one serious 
error: Rule-of-thumb pricing included prime 
(direct-material and direct-labor) cost and 
added 150-200 per cent this cover over- 
head, commercial expenses, and profit. Just 
how far Strauser cut prices below this rule 
thumb best estimate; cost-of-sales 
tabulations show that direct material and di- 
rect labor costs were around $750,000. Had 
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markup 150 per cent (including 
been added, sales $1,875,000 would have 
resulted, contrast the actual total sales 
figure $1,064,000. Apparently, only one- 
third the normal burden costs was included 
the sales price, and provision was made 
for profit. 

the year closed, current liabilities stood 
$200,000; cash and receivables were ex- 
tremely meager; and movement inventories 
even the drastically reduced prices was 
agonizingly slow—so slow, fact, that for the 
year 1958 Mrs. Strauser estimated that $20,000 
possible discounts purchases were lost. 
The fact that this represents per cent 
purchases 1958 points out the 
degree which the whole industry gave 
premium for rapid payment. 

Failure achieve economies through in- 
creased volume left cost reduction efforts 
the next most likely economy 
Strausers. The cost-of-sales and operating ex- 
penses comparisons attest the fact that they 
fared poorly these efforts, too. Because 
extensive fixed costs facilities, research and 
development personnel, and other personnel, 
cost percentage sales rose from 
81, commercial expenses rose from 
per cent sales, and net profit declined ac- 
cordingly. 


OFFENSIVE ACTION 


Mrs. Strauser could longer continue her 
delaying holding action toward meeting 
the pressing need for working capital. Short- 
term sources working capital were already 
overextended; extension maturities was 
needed. Two possible courses action were 
open Mrs. Strauser this point: (1) the 
sales agents could take over the inventory- 
financing function costs certainly greater 
than the amount lost through missing per 
cent discounts purchases, (2) un- 
secured loan could made from Whirlpool, 
major customer. third possibility 


might have been sell the Wabash plant and 
retain lease until Strauser could build 
efficient facility, but this was rejected 
too costly view the current market for 
industrial facilities this nature. 


LONG-TERM PROSPECTS 


Granted the effectiveness these two plans, 
two critical problems remain unsolved: the 
extremely inefficient production facilities 
the Wabash plant coupled with the dregs from 
the Chicago labor market; and inadequate 
permanent capital. 


Strauser must, the long run, replace the 
inefficient Wabash plant and increase the pro- 
ductivity the present high-cost, low-output 
labor force. rough estimate overhead per- 
sonnel salaries proves that Strauser achieved 
very few economies the area labor-cost 
and labor-productivity control 1958. Per- 
centage comparison cost sales for the 
years 1957-58 also indicates that economies 
were gained labor productivity the face 
downturn sales roughly per cent 
for the year. Reasons for this include the facts 
that standards for performance were non- 
existent, and, all likelihood, the “rapport 
established through personal contact” with 
labor hindered effective cost-cutting. 


Long-run correction the problem in- 
adequate permanent capital must take prior- 
ity. The solution this problem must take 
into account, but should not deterred by, 
Mrs. Strauser’s desire call the preferred 
stock and not pressured outsiders 
for control the firm. substantial portion 
the stock now authorized can sold with- 
out loss control, however. Despite the tight- 
ness funds, Mrs. Strauser has acquired ad- 
ditional shares treasury stock and has used 
still more dollars for dividends preferred. 
Practically, both common and preferred stock 
must sold, not bought back, provide cir- 
culating capital and fixed capital replace 
the Wabash facilities. obvious, however, 


that sale the stock must await more re- 
ceptive market. may well that some out- 
side pressure these family-oriented exec- 
utives—especially filling organizational 
weakness purchasing, finance, and the 
board directors—would quite beneficial. 


There strong evidence that the Strausers 
personally lacked the financial adroitness 


THE SITUATION Strauser and Com- 
pany somewhat paradoxical. the one 
hand, there are many impractical procedures 
carried the enterprise; but the other 
hand, the firm has the most important in- 
gredient for success—products apparently 
high quality for which there good de- 
mand, both the immediate future and 
the long run. The virtues the firm and its 
management are many. Yet somehow the 
current results are not only unimpressive but 
suggest dangerous consequences. Indeed, the 
enterprise functioning somewhat like 
camera slightly out focus. 
Recommendations for improvement the 
Strauser Company should perhaps begin with 
the board directors. Many closed corpo- 
rations, like Strauser, are essentially sole pro- 
prietorships that have incorporated for the 
sake limited liability. These relatively pri- 
vate corporations have the advantages 
close identification ownership with control, 
but lack the stimulus outside viewpoints. 
The Strausers, instead eliminating stock- 
holders repurchase stock time 
when the firm needs capital, should secure 
additional directors from among their stock- 
spectives policy-making, these directors 


Mr. Waters Professor Transportation and Business 
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weather successfully the third postwar down- 
turn durable-goods sales. even more 
evident that their policy keeping total con- 
trol the business their own hands was 
out tune with the critical financial, pro- 


duction facility, and personnel problems that 
they faced. The answer Strauser’s long- and 


short-range problems lies more adequate 
staffing for control. 


Comments Leslie Waters 


could assist reviewing practices which 
orderly analysis might supersede the present 
inadequate rules thumb. The Strausers 
must overcome their 
tance bring outsiders before this can 
done. 

the area research, this company, like 
many small enterprises, does not fully utilize 
its facilities, despite the ability John 
Strauser, Jr. has little time devote 
the engineering and research and develop- 
ment departments and, since must 
prepared assume his mother’s responsibili- 
ties when she withdraws from the enterprise, 
will have less the future. But reform 
this area not pressing. The company cur- 
rently has new products, and the problems 
associated with them will keep this depart- 
ment fully occupied and safeguard the posi- 
tion the firm for time. This does not 
mean, however, that the research area not 
important—indeed, the lifeblood the 
enterprise. 

The Strausers must soon make major de- 
cision concerning facilities. The present fa- 
cilities incorporate not only the inefficiencies 
that are apparent the case itself, but some 
additional ones. For example, the general 
office placed the first floor the Wa- 
bash plant instead the third, although 
would simpler transport office personnel 
there for work than move materials that 
level. However, facilities are moved, 
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either new plant another city, 
would impractical institute the pres- 
ent building new and possibly expensive 
system for more scientific flow materials. 

The Strausers will have conflicting factors 
consider determining whether not 
relocate their firm. the one hand, re- 
maining the present location offers the 
advantages established labor relations, 
while the other, there the possibility 
lower wages the firm moves south. Often, 
however, the low wage rates last only for 
honeymoon period until labor organizes. 
should considered, too, that produc- 
tivity may lower any new area. There 
much said for relocation near Jack- 
son, Michigan, however. This would cut pres- 
ent costs transporting partly finished ma- 
terials and from the Jackson nickel-plating 
firm. 

the financial area, the system pay- 
ment sales agents should critically re- 
viewed, and adequate cost controls and 
analysis should introduced the pricing 
system. The present system payment 
sales agents inherently questionable, since 
agents may choose minimize promotional 
spending that would beneficial the en- 
terprise. And would difficult visualize 
more unsatisfactory pricing system than the 
one presently used Strausers. The way 
which costs are used grossly inadequate. 


Mrs. Strauser states that she feels the need 
for more adequate cost controls and analysis. 
important that she have this. The case 
states that new system methods and 
standards being installed, and certain 
better than the present one. 

The loss $20,000 discounts inex- 
cusable, but the failure get discounts 
merely symptomatic the Strausers’ failure 
take over-all view the corporation. 
systematic review all operations would 
readily reveal series steps that could 
taken put the company position 
fare comparatively better than most its 
rivals. For example, review finances 
would reveal immediate short-run plight 
well certain long-run needs. re- 
sult, the Strausers would recognize the ne- 
cessity stop repurchase stock 
haps payment preferred dividends, start 
cleaning the current situation, and pre- 
pare for financing the move new location. 
The latter must done judiciously and 
should not involve short-term commitments 
finance long-term needs. the same time, 
pricing, sales, and budgeting, well 
product development and managerial suc- 
cession, should given proper scrutiny. The 
Strauser company first-rate firm with 
excellent prospects and some able talent, but 
has developed some internal looseness and 
needs reassess its position. 


NTELLIGENCE quickness apprehend distinct from ability, 
which capacity act wisely the thing apprehended. 


—Alfred North Whitehead 
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BRITISH TRADE-UNIONS 


can they stay business? 


British trade-union movement has 
lacked self-appointed critics ad- 
visers. During its early period rapid, 
insecure, growth following the repeal the 
Combination Acts Andrew Ure 
wrote: 


the factory operative, little versant 
the great operations political economy, 
currency and trade, and actuated too often 
invidious feeling towards the capital- 
ist who animates his otherwise torpid tal- 
ents, easily persuaded artful dema- 
gogues, that his sacrifice time and skill 
beyond the proportion his recompense, 
that fewer hours industry would 
ample equivalent for his 
Many bitter battles were indeed waged before 
the “artful demagogues” and their followers 
achieved recognition respectable partners 
the community. 


Mr. Armstrong Lecturer Industrial Relations 
the College Advanced Technology, Birmingham, 
England. 


Recognition the trade-unions now have. 
few years ago, Sir Winston Churchill ex- 
pressed the view that the trade-unions were 
entitled consideration new estate the 
realm.* Although 1958 the unions actually 
represented about per cent the work 
force Great Britain, estimated that their 
influence, exerted through collective bargain- 
ing, extends 75-80 per cent. Yet misgivings 


The Combination Acts 1799 and 1800 had, effect, 
outlawed collective action workpeople. The repeal 
these acts and their partial replacement 1824-25 per- 
mitted certain types collective action, but strikers were 
still liable prosecution. 

Andrew Ure, The Philosophy Manufactures 
don: Charles Knight, 1835). Ure was physicist who 
became keenly interested the vitality and opera- 
tion Britain’s expanding industries; see the opening re- 
marks the preface: “The present distinguished from 
every preceding age universal ardour enterprise 
arts and manufactures.” Ure considered one 
the early writers the field management thought. 


Since Great Britain has written constitution, there 
are differences opinion what constitutes the estates 
the realm, but King, Lords, and Commons are generally 
included any definition. 
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their role society remain. committee 

conservative lawyers states study that: 
“Many there are who feel some apprehen- 

that the great 

powers the unions have been given may 


sion about their 


used tyrannically manner contrary 
the best interests the country 


Proposals have been made change the law 
that the right measure protection may 
afforded the individual trade-union member, 
the union, and the country whole. Only 
with these changes, felt, can the trade- 
unions truly become the new estate the 
realm. 

The reaction the British trade-unionist 
this gratuitous advice look first its 
source. this suspect his standards, 
usually rejects ignores it. believes, per- 
haps with some justification, that sophisti- 
cated arguments put forward the interest 
the individual, the union, and the nation are 
merely subterfuge weaken the power and 
influence the trade-unions. This reaction 
tends limit discussion for reform aca- 
demic level; union leaders, rather like British 
businessmen, generally refuse drawn 
into public debate what they often consider 
affairs. 

The criticism trade-unions, however, does 
not come only from those the unions might 
consider opposed their interests. Construc- 
tive and well-disposed commentators such 
Roberts and feel that advice 
needed. The trade-unions are now 
crucial stage their development. say 
that they are crossroads use too simple 
analogy; rather they are moving into 
area thickets that will need cut 


Giant’s Thoughts the Constitu- 
tional and the Legal Position Trade Unions England,” 
the Inns Court Conservative and Unionist Society 
(London: The Inns Court Conservative and Unionist 
Society and Christopher Johnson Publishers, Ltd., 1958), 
pp. 14. 

versity London, and Wigham the labor corres- 
pondent The London Times. 


through decisively and boldly the forces 
trade-unionism are retain their cohesion 
and dynamism. Some headway has been made 
recent years, and the outlines the prob- 
lems that face unionism have perhaps become 
clear enough permit summary their 
character. 


LEADERSHIP PROBLEMS 


When discussing this problem with students, 
often begin writing the blackboard, 
“Where are the young Ernie to- 
day?” After few moments’ thought, the stu- 
dents sometimes answer that such leaders 
might the class teaching—as indeed 
they might. other words, the young lad 
Ernie Bevin’s caliber today institution 
higher education, enjoying facilities denied 
Ernie Bevin himself. His contemporary 
counterpart probably thinking entering 
one the professions industry where 
will hope gain management position. 
short, greatly improved educational and career 
opportunities may deprive the trade-union 
movement top-flight leaders—in contrast 
with the past when social injustices ensured 
supply very able men the unions. Fur- 
thermore, the removal mitigation such 
injustices has turn removed some the 
strong motivating forces for being trade- 
union leader, point shall refer again 
this article. 


This not say that the trade-union move- 
ment will lack leaders, but may mean that 
their quality will decline and leave the unions 
disadvantage vis vis increasingly profes- 
sional managements that are recruiting more 
and more university graduates potential 


Ernest Bevin, one the most able and eminent union 
leaders Britain’s history, was largely responsible for the 
development Britain’s biggest union, the Transport and 
General Workers Union (T.G.W.U.). Appointed Sir 
Winston Churchill Minister Labour and National 
Service during the coalition government World War 
became Foreign Secretary during the Labour govern- 
ments 1945-50 and 1950-51 until his death 1951. 
finished his formal education the age eleven. 


BRITISH TRADE UNIONS—CAN THEY STAY BUSINESS? 


managers. Will the unions pushed then 
into the position employing highly compe- 
tent professional negotiators? Such idea 
anathema the British trade-unionist. 
believes firmly that his leaders should prove 
their worth rising from the shop floor. The 
British trade-union movement with its strong 
social ethic has always been opposed the 
career concept leadership. leader ex- 
pected man with strong sense 
service his union and its members; this ex- 
plains part why the top men are poorly paid 
relation the work and responsibilities 
they undertake. Compared with management 
Great Britain and top trade-union leaders 
the United States (to take simply the non- 
corrupt unions), British trade-union leaders 
are indeed poorly paid. Admittedly, there are 
satisfactions other than financial ones being 
trade-union leader, but even the general 
secretary the Trades Union Congress’ has 
delicately suggested several times that the 
rank and file should reward their leaders bet- 
ter. 


The rank and file, however, are against 
high level remuneration. have talked with 
many shop stewards and ordinary union mem- 
bers recent years, and quite common 
idea that earn more than year 
somehow offensive. “Fancy” salaries might 
accustom their leaders the social life and 
standards management, dangerously cor- 
ruptive influence. not unusual for mem- 
bers express the view that their leaders 
should paid more than the highest earn- 
ings ordinary member. the union. 
Such attitudes are, course, rather different 
from those union members the United 
States and reflect the influence class con- 
cepts the thinking many British unionists. 
The American unionist supports business 


The T.U.C. the co-ordinating body for trade-unions. 


direct monetary conversion into dollars would 
misleading. give some idea, however, what 1,000 
year represents, the following Ministry Labour figures 
are useful: October, 1959, the average weekly earnings 
adult male workers were 271 shillings and penny, 
about £705 year. 


unionism. Many British unionists cling their 
belief union that has, addition its 
bargaining function, socialistic ideals. Ad- 
mittedly, have oversimplified the attitude 
the British union member, but remains true 
that many are afraid that their leaders, re- 
warded too well, may lose touch and sympathy 
with working-class traditions and aspirations. 
The ordinary member often feels that his lead- 
ers are already too remote because the very 
structure the union and that they have in- 
sufficient sympathy with domestic shop-floor 
problems; such problems are far greater 
concern the individual than the fact that 
one his union officials has. now been “ele- 
vated” the membership of, say, the Restric- 
tive Practices 


Organization 


The feeling described above explains, part, 
the great and still growing importance the 
shop steward. For many union members, the 
shop steward represents their only close con- 
tact with the union. Branch (local) meetings 
are poorly attended. Active the recruitment 
new members, plant negotiations, and 
the settlement grievances, the shop steward 
grows importance factories grow size. 
large plants where number unions have 
members, shop stewards’ committee often 
formed. This consists stewards the vari- 
ous unions with whom management negoti- 
ates, who meet co-ordinate policy plant 
issues. Such committees, although they may 
well recognized local managements, 
have formally acknowledged position 
trade-union structures and are not recognized 
agreements reached between associations 
employers and trade-union officials. 


While there nothing sinister per such 
committee, can be, and sometimes is, used 
for subversive purposes. Each steward an- 
swerable his own union, but the committee 


The Restrictive Practices Court recently created 
division the High Court. Its function determine 
whether specified business practices are operating against 
the public interest and, so, declare them void. 
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Horizons 


ity. The door thus wide open for commu- 
nists, extremists, and troublemakers enter 
into and dominate such committees. Court 
into industrial relations Briggs 
Motor Bodies Limited (set the Ministry 
Labour 1957) revealed that one such 
committee had called more than five hundred 
unofficial stoppages the plant two years. 
Moreover, large sums money had been col- 
lected, the use which was not subject the 
authority any union headquarters. 

the absence formal agreements be- 
tween unions, shop stewards’ committees, 
unions within unions they are sometimes 
called, will remain problem and embar- 
rassment both official trade-union leader- 
ship and management. The activities the 
committee Briggs were roundly condemned 
the president the Amalgamated Engi- 
neering Union Britain’s second largest union) 
sort Frankenstein monster,” answer- 
able union Irresponsible ac- 
tion, often the form calling wildcat strikes 
(these are not illegal), defiance agree- 
ments reached between management and 
trade-union officials doing much lower 
the prestige the unions the eyes the 
public. Industrial disputes, not unnaturally, 
have greater news value than the thousands 
peaceful settlements that occur daily and 
unreported. 

Quite apart from the organizational changes 
necessary before satisfactory control can 
exerted the unions over such committees, 
there the deeper issue why the commit- 
tees often command considerable support 
from the man the shop floor. One reason 


Under the Industrial Courts Act, 1919, the Minister 
Labour has the power set independent fact-find- 
ing inquiry into the causes serious industrial disputes 
that are may damaging the public interest. 
though not legally binding, the recommendations the 
court almost invariably lead settlement disputes. 

T.U.C. inquiry into unofficial strikes started 
November 16, 1959. This inquiry was completed Au- 
gust, 1960. While irresponsible elements the union 
movement are censured, seems from the findings the 
inquiry that provocative management often the cause 
wildcat strikes. 


has been given: Many union members feel that 
their leaders are too remote and that their only 
contact with the union through the shop 
steward. Another reason may that the in- 
dustrial relations climate factory bad. 
truism say that where relations are 
bad, management often partially blame. 
actuality, however, the blame for this situa- 
tion may more difficult apportion: can 
debatable whether management that 
tough and the stewards obstructive, the 
other way about; moreover, some cases, 
both management and workers may justly de- 
serve the stewards that they get. sensible, 
mature union members are unwilling take 
the responsibilities stewardship, then 
irresponsible elements are given the opportu- 
nity foment trouble every source ir- 
ritation until obstructive and aggressive action 
erupts. 

suggested method for improving both the 
tone industrial relations and communication 
between union officials and shop-floor leaders 
better training for shop stewards. Some 
the more progressive unions are putting this 
into effect; they have well-developed plans 
for the education shop-floor leaders. The 
training, which not narrow and doctrinaire, 
often conducted through the medium 
“neutral” colleges. For some years now, 
own department has had arrangement with 
one Britain’s largest unions whereby shop 
stewards are sent college for 
full-time residential course. Their lead has 
recently been followed one two com- 
panies, who have also been nominating stew- 
ards attend such courses. 

brief, most trade-union leaders want the 
power their unions wielded with re- 
sponsibility all levels. They sense that the 
public increasingly suspicious that their 
power being wielded irresponsibly. The 
lawyers’ pamphlet quoted the beginning 
this article voices this suspicion; its title, 
Strength,” taken from 
Measure for Measure: 

“O, excellent 
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Such steps the education shop stewards 
indicate that unionists are attempting allay 
the fears the public and improve the 
quality members key positions. 


NEW CHARGES 
Arbitrary Power 


The unions, developed check the exer- 
cise arbitrary power, are now themselves 
accused using power arbitrary way. 
The public remembers the instances non- 
strikers being “sent Coventry” (or socially 
ostracized) when their fellow 
turned from strike action; thousands men 
strike and others thrown out work be- 
cause one man would not join union; the 
idle production lines the new Morris-Austin 
“baby” cars when export demands were boom- 
ing, idle the result unofficial strike 
small section men over pay claim that 
could settled agreed procedures. The 
fact that such practices are condemned 
prominent trade-union officials less likely 
remembered. 

recent years, suggestions have been made 
several times that there should changes 
trade-union law curb such irresponsibility. 
The lawyers’ study one manifestation this 
pressure for new legislation. Union critics 
maintain that unofficial strikes should made 
illegal; that supervised ballots should held 
among members before strike can called; 
that the basis the political levy should 
changed again from “contracting out” “con- 
tracting 


Political levy: Trade-unions are permitted collect 
and use money for political purposes provided that certain 
conditions are met. One these conditions that the in- 
dividual member shall allowed contract out paying 
the political subscription without prejudice his ordinary 
rights trade-union member. Unless contracts out, 
will automatically pay the political subscription. 
change the condition “contracting in,” that is, the 
expression serious interest the union’s political 
objectives, would seriously reduce the size political 
funds. This fact happened when “in” was substituted 
for “out” legislation passed after the General Strike 
1926. “In” became “out” again 1946 during the period 
the Labour government. estimated that the 
trade-unions provide two-thirds the revenue the 
Labour party. 


BRITISH TRADE UNIONS—CAN THEY STAY BUSINESS? 


These and other reforms, often. proposed 
people who have little direct personal experi- 
ence industrial life, have not gained much 
popular support. But will interesting 
see whether there considerably more pres- 
sure exerted the government some- 
thing about the unions when the next series 
union “iniquities” revealed. With ap- 
preciably increased majority, the Conservative 
government may feel that has sufficient 
mandate and can command sufficient public 
support carry out legal changes restrict 
the power the unions. Although the reform 
trade-union law has previously been 
cal dynamite, may have become far less 
explosive since October 1959. 


Failing the Nation 


Another charge now being made against the 
unions that “failing nation.” Ironi- 
cally, this phrase from the Labour 
program the recent general election. Had 
Labour government been returned office, 
would have considered taking into public 
ownership submitting public control 
those firms that, its opinion, were failing the 
nation terms of, say, their investment de- 
velopment programs. Some critics believe that 
this charge can leveled with greater justice 
the unions. Echoes, both vociferous and 
blandly persuasive, Andrew 
marks are clearly audible. Weighty arguments 
are advanced that purport show that the in- 
satiable demand the trade-unions for higher 
wages responsible for inflation. lay the 
responsibility for inflation entirely the door 
the unions is, course, ignore many 
the other variables the economic life 
essentially market-economy country, where 
free collective bargaining accepted the 
method for determining basic levels wages. 
the years since 1945—which have generally 
been ones full overfull employment—em- 
ployers have often raised wages beyond 
the point which they have been pushed 
the unions collective agreements. 


Nevertheless, failing the nation can open 
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number interesting speculations. Despite 
hat trick reverses, the Labour party, com- 
mitted program greater economic 
planning for the country, may conceivably 
returned power one day. this should hap- 
pen, can the area wage negotiation left 
unplanned and subject little government 
influence control? During the period from 
1945 1950 when the welfare state was being 
created, the Labour government thought 
was necessary urge upon the unions clear- 
cut terms the need for wage restraint 
indispensable measure against inflation. For 
time these appeals were successful, but even- 
tually the strain exerted the union leaders 
their members became intolerable, and 
sectional interests the form wage claims 
reasserted themselves. 


Economists given chiding the unions 
tend overlook the fact that the power the 
union rests ultimately with the man the 
cloth cap—and sometimes his wife. The unions 
may well have been glad revert their 
customary role protecting their members’ 
living standards after carrying out, un- 
easy way, policy restraint not em- 
barrass the political party that they were 
largely instrumental creating and that now 
had the country’s interest safeguard well 
that the unions. Perhaps the central 
dilemma the trade-union movement lies 
this kind situation. Although the unions 
have been among the most ardent advocates 
socialism, they show considerable reluc- 
tance face some the implications 
adherence this doctrine. Trade-unions owe 
their existence the emergence capitalis- 
tic society. Their idealism drew its strength 
and appeal from the widespread desire 
remedy the grosser abuses earlier capi- 
talistic society, and the unions have indeed 
played valuable role producing greater 
measure social and economic justice. Now 
they are faced with new decisions. put their 
position students the form ques- 
tions: 


the unions, while wanting public owner- 


ship and control much industry and the 


essential services, wish retain the functions 
private enterprise for themselves? 


Have the trade-unions vested interest 
the retention capitalism, even some un- 
employment? 


Frank Cousins, leader the Transport and 
General Workers Union, Britain’s largest 
union, doubt this score, “Our object 
not enable the worker live under capi- 
talism, but away with 

When the Conservative party power, 
the trade-unions are clearly more comfortable. 
Their traditional functions can more read- 
ily exercised. Just the Scots find easy, 
when playing soccer against England, 
recognize the “auld enemy” their white 
shirts, the unions feel that there greater 
against Conservative government. 

suggest, some observers do, that the 
trade-unions appear unaware the central 
dilemma outlined above is, opinion, 
underestimate their political acumen. would 
more accurate say that the unions give 
little public indication that they are coming 
grips with the problem how they are 
modify their development the society that 
gave them their birth and their purpose it- 
self transformed. One should remember, how- 
ever, that the nationalized industries the 
unions have preserved and carried 
out their traditional role. They have never 
wished control such industries, usurp and 
accept the responsibilities 
functions. They have retained their indepen- 
dence, they must they are survive, and 
are sufficiently strong make the nationalized 
boards and the government take their views 
into account when policies are being formed 
that affect their interests. For example, its 
most recent report, the T.U.C. General Coun- 
cil reaffirmed the right the unions strike 
nationalized industries. 

Nevertheless, should more industries and 
services nationalized made accountable 
the public interest some way, the unions 


The Observer (London), August 28, 1960, 
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will clearly not able pursue blithe free- 
enterprise approach pay claims. They will 
have concern themselves more with the 
relation wage claims and wage income 
the health the national economy. number 
the more astute union leaders are aware 
this, and there are informal discussions among 
them from time time the need co- 
ordinate the wage policies unions. Such 
ventures must cautious since the ordinary 
member, the U.S., pays more attention 
what the union doing for him than the 
ramifications national economy; the latter, 
says, after all the responsi- 
bility. Inevitably, slow learn how 
much the employer, the industry, and the na- 
tion can afford pay without harm their 
separate and collective economies. 

There is, course, another factor the 
general situation—the possibility that more 
unionists are losing their interest socialism. 
every adult trade-unionist and every adult 
member his family were vote for the 
Labour party, the Conservatives would never 
returned power. the 1959 election, 
however, the Labour party received per 
cent the votes cast compared with per 
cent 1955; obviously the enthusiasm for 
socialism has weakened. Herbert Morrison 
(now Lord Morrison), until few years ago 
the second man the Labour party and now 
elder statesman, reported have com- 
mented, “The Labour party will have make 
more careful study the British working 
and middle classes return power. 
are little danger letting policy 
shaped and determined intellectuals.” 

Should his advice taken? Should the 
Labour party continue bend its energies 
the recruitment people from all classes 
society? Morgan Phillips, Secretary the 
Labour party, favors this policy; recently 
expressed concern that the unions are making 
insufficient progress with the recruitment 
white-collar workers, many whom show 
reluctance join the T.U.C., staunch ally 
the Labour 


Morgan Phillips, Labour the Sixties (London: 
The Labour Party, 1960), pp. 11-14. 


UNIONS —CAN THEY STAY BUSINESS? 


Alternatively, should the Labour party re- 
vert its original policy concentrating its 
appeal the working class, the traditional 
source its With this policy, the 
Labour party now faces difficulty; the work- 
ing class much more elusive concept today 
than was. The once distinct divisions be- 
tween classes have become blurred. Moreover, 
big business helping this process subtle 
confusion. The practice Imperial Chemical 
Industries Limited worth considering here. 
The one the largest and most power- 
ful concentrations private enterprise 
Great Britain, and has also many intricate in- 
ternational connections. has been one the 
targets the pronationalization advocates. 
Conscious this, the has conducted 
well-planned and intelligent advertising cam- 
paign “sell” the the public. Con- 
ducted the form dialogues with sketch 
illustrations, the advertisements demonstrate 
how conscious the I.C.I. its duty the 
public; what progressive, humane concern 
terms research, technological de- 
velopment, and low-cost service the con- 
sumers; and what good exporter and 
benevolent employer is. The company im- 
plies that has all the desirable qualities 
socially responsible business organization. 


would less than justice the motives 
the suggest that the campaign has 
been inspired merely the threat nationali- 
zation, and would churlish believe that 
such threat also prompted the 
employee shareholding scheme. But those 
employees who are socialists now become capi- 
talists through the holding shares com- 
pany that their party has its list possible 
candidates for nationalization, just pos- 
sible that their political beliefs may tinged 
with doubts and misgivings? Life indeed 
becoming increasingly difficult for those who 
like keep their politics water-tight com- 
partments. Aware the complex shifts 
capital distribution and political opinion, the 
Labour party has been forging less radical 
political program public ownership and 
accountability. This has not been well received 
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those unions whose socialist convictions 
still run true and deep. 

The fact remains, however, that the old ral- 
lying cries longer stir people the past. 
Apart from pockets unemployment and de- 
pressed groups the population, such large 
numbers old-age pensioners, the people 
Great Britain generally, Prime Minister 
Macmillan says, “have never had good.” 
Married sons the Midlands earning high 
wages find tales the dole the 
thirties bore. Their interests are centered 
the car and the refrigerator they are start 
paying for shortly. Hence, the Labour party, 
despite much good work accomplished during 
1945-51, has now lost some its popular ap- 
peal. What good causes are there left fight? 
Increasingly, members the Labour party are 
coming accept the idea that Great Britain 
likely remain mixed economy public 
and private enterprise. this so, the dif- 
ferences between the two 
parties, domestic affairs, may become ones 
emphasis rather than philosophy, although 
this will hotly denied many quarters, 
especially political ones. But then, politicians, 


like trade-unions, have vested interest the 
maintenance differences. 


midable barriers the past. those stirring 
times, there was clear division interest. 
The obstacles were tangible and capable 
precise definition. Some remain today, but 
government intervention increases (no mat- 
ter which party power) order keep 
pace with society that grows more intricate 
its economic functions, the over-all pros- 
perity people employment rises, and 
the old social strata are eroded, the trade- 
unions are confronted with complex 
new problems. 


Personally, convinced that the trade- 
unions will survive (my modest support will 
doubt please them for whether capital 
publicly privately owned controlled, 
democracy would foolish credit 
government management with God-like 
qualities. What the unions must adapt 
themselves more rapidly the dynamic 
forces that are changing society. 


CAN make the trade unions exactly what the intelligence 
and progress our members will permit. The organizations are 
the most elastic character, and whatever action agreed upon 
the organized wage-earning masses can formulated and 
achieved and through the trade unions. expected that the 
leaders the movement must exercise their best judgment. 
artificially and prematurely expand the scope the organization 
encounter the danger that the whole fabric may rent 
asunder and thus leave all plight misery and despair. 


—Samuel Gompers 


1892 CONVENTION PROCEEDINGS, 
PRESIDENT REPORT 


BRUMMET 


ONE talks with and listens business 
executives well-run corporations to- 
day, cannot fail impressed the new 
and vital role that accounting plays their 
day-to-day decisions. This new and expanded 
sphere accounting activity appears 
taking the name management accounting. 
The title indicates recognition accounting 
tool for success business management— 
not for business survival. The field ac- 
counting now well into major transition 
its development; addition its important 
but limited role custodial and external re- 
porting function, becoming recognized 
vital force planning for and producing 
business profits. 

understand this important development, 
should review some the factors that have 
conditioned the growth accounting this 
country. The early history accounting re- 
flects the need for formal record-keeping 


Brummet Professor Accounting the School 
Business Administration, The University Michigan. 


Better Decisions 


Through Management Accounting 


function satisfy needs. 
those early days, the concepts business 
planning and control that had taken shape 
the minds entrepreneurs were simple ones. 
Nevertheless, accounting was called upon 
mainly fulfill management’s need keep 
track debtor and creditor claims and 
joint venture business relationships. There 
was scarcely any requirement need for ex- 
ternal financial reporting. 

During the current century, have seen 
rapid developments our business economy 
exert strong influences the 
role. Three stand out particularly signifi- 
cant. First, have seen rapid growth the 
corporate_form business enterprise with 
widely disbursed ownership. For obvious 
reasons, this has placed emphasis upon stew- 
ardship reporting accounting for the benefit 
“outsiders” who are significant corporate 
owners but who are not managers the cor- 
porate business. Second, the corporate income 
tax and regulatory restrictions have created 
great demand for the services 
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independent reporter financial results. 
And third, general social consciousness has 
developed that favors the protection third 
parties activities corporations. 

All these factors have encouraged, and 
are still encouraging, rapid rate growth 
the accounting profession. The direction 
this growth has been understandably related 
these factors, which are somewhat limited 
their scope. Professional accounting has 
until recently been strongly oriented toward 
external reporting financial data. has 
prospered under the professional trade-marks 
independence, integrity, objectivity, and 
technical competence—attributes essential 
this type orientation. This part the 
work not likely decline 
absolute importance. Public accountants are 
continually confronted with new and 
lenging business situations that add the 
need for unbiased reporting the public. 


unfortunate but unmistakably clear 
that the commendable response the need 
for independent external reporting has been 
allowed overshadow and retard the use 
accounting data tool management. 
Preparation accounting reports for individ- 
uals and groups with different and sometimes 
conflicting interests has called for balancing 
fusing objectives. accomplish this, 
accountants have relied conservatism, con- 
sistency, objectivity, and degree uniform- 
ity. These characteristics conventional ac- 
counting thinking and practice have not been 
conducive forthright effort provide use- 
ful information for management action. 

Worth-while progress was made from 1920 
1945 establishing the concept control 
exception through the use cost standards 
and flexible budgets. After the idea produc- 
tion standards had been fairly well formulated 
the minds industrial engineers and busi- 
nessmen, accountants hit upon the notion 
integrating such standards dollar terms into 
the accounting and reporting functions. Some- 
what later, the use control budgets for in- 
considered. These 


were 


significant steps toward management orien- 
tation accounting. However, the require- 
ments inventory valuation and income 
measurement still took precedence the ac- 
counting process, thus delaying the accept- 
ance standards and for internal cost 
control. 


ACCOUNTING TOOL 


The Need 


The steady increase competitive pressures 
and the size and complexity most success- 
ful businesses during the past fifteen years has 
given emphasis management-oriented ac- 
counting. The tendency toward decentralized 
and highly diversified operations requires 
more information for directing action mid- 
dle- and lower-management levels. has also 
emphasized the importance co-ordinating 
force such that found effective ac- 
counting organization. Business managers are 
recognizing more and more the futility man- 
agement intuition and are clamoring for 
quantitative data give rational direction. 
Then, too, these pressures for management 
orientation accounting have been accom- 
panied the rapid development electronic 
data processing equipment and important ad- 
vances management science techniques, 
which provide great potential for refined 
and voluminous analyses business data. 


Management accounting gradually taking 
its rightful place providing measurement 
tool and communicating medium support 
semiscientific approach decision-making. 
has passed the probationary period and 
approaching stage full-fledged acceptance 
well-run businesses—both large and small. 


Definition 


The Committee Management Accounting 
the American Accounting Association has 
attempted give one-sentence definition 


management accounting. 


wos 


er we 


DECISIONS 


“Management accounting the application 
appropriate techniques and concepts proc- 
essing the historical and projected economic 
data entity assist management es- 
tablishing plan for reasonable economic ob- 
jectives and the making rational decisions 
with view toward achieving these objec- 
This definition perhaps somewhat 
cumbersome, but does highlight some 
unique and essential characteristics the 
management orientation accounting. sets 
needs the criterion ac- 
ceptability; extends the field accounting 
into projections the future; emphasizes 
the planning and control functions manage- 
ment. 

The development set concepts, prin- 
ciples, rules management accounting 
counterpart “generally accepted account- 
ing principles” for external reporting some- 
times suggested. believe that the formula- 
tion some general and basic concepts may 
helpful, but that principles rules pro- 
cedure should not emphasized part 
the toolbox management accounting. 
emphasize them would inevitably prevent the 
accounting function from meeting the prag- 
matic test management 
ciples and rules would limit the flexibility that 
must characteristic management ac- 
counting. 


SOME BASIC CONCEPTS 


Although management accounting should not 
based several interrelated concepts that 
seem fundamental accounting activity 
that serve management. would list first 
the process planning toward known profit 
goal. business management does not set 
definite profit objective, its efforts cannot 
optimally co-ordinated and chances for suc- 
cess are limited. Certainly, businessmen may 


ing,” The Accounting Review, XXXIV 1959), 210. 


THRGUCH MANAGEMENT ACCOUNTING 


keep mind certain profit objective without 
assistance from accounting. They should, 
however, call upon the controllership man- 
agement accounting function formalize the 
plan, break into the parts that point out 
the routes followed, and ensure proper 
co-ordination the various steering mecha- 
nisms. 


second fundamental concept manage- 
ment accounting recognition the need 
for effective communication through reports. 
Reports should highlight both accomplish- 
ments and deficiencies. They should offer 
interpretive follow-up results manage- 
ment actions; they should provide means 
controlling the progress toward the profit ob- 
jective and enable management redirect 
projects that are not fulfilling expectations; 
they should both motivate and direct manage- 
ment action. 


accounting activity that serve man- 
agement must deal with costs and revenues 
functional segments the business that coin- 
cide with personnel responsibility assign- 
ments. Management accounting should reflect 
plans and performance specific individuals. 
Only relating accounting measurements 
the targets set for individuals can reason- 
able corrective action taken and proper 
motivation provided. 


Management accounting must 
cerned with the future. concerned with 
historical reporting only insofar such in- 
formation will help direct influence future 
steering course toward profits; only indi- 
rectly concerned with ground already 
covered. 


Another basic idea that essential good 
information system for the management 
multiproduct company involves the analysis 
both historical and projected data terms 
products and product groups. The general in- 
crease product diversification most com- 
panies gives this analysis particular signifi- 
cance. Business managers must decide 
product-line pricing policy, direction new 
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product development programs, allocation 
sales promotion funds and effort, and the add- 
products. Information developed through 
effective accounting organization can provide 
and, many cases, does provide support for 
management action all these areas. 

One the most striking fundamental char- 
acteristics the current quantitative ap- 
proach management decision-making the 
concern for incremental costs, revenues, and 
profits the use the concept profit con- 
tribution. The basis for these ideas is, 
course, found classical marginal eco- 
nomic analysis for the firm. The maximizing 
profits equating marginal costs and 
marginal revenues has long been tool used 
economists effort explain business 
actions and patterns price changes free 
economic system. Only recently, however, 
have these basic concepts been tailored and 
consciously used business decision-making. 
Although not possible fortify the de- 
cision-maker with precise measures mar- 
ginal costs and marginal revenues, account- 
ing function may provide approximations 
average incremental information. 
formation will support decisions terms 
their contributions toward designated profit 
goals. 

For the accountant provide incremental 
data and for the manager use the data 
properly, both must understand 
economics their business and their indus- 
try. They must informed their competi- 
tive strengths and weaknesses order 
distinguish between relevant and irrelevant 
data, and anticipate the results specific 
decisions. Such understanding and informa- 
tion will prevent the misuse basically use- 
less data. 

provide useful incremental revenue in- 
formation, the accountant usually must join 
forces with market research, product develop- 
ment, and perhaps other functional groups. 
should team effort, but the manage- 
ment accountant should the prime mover. 


should lead the effort get relevant fig- 
ures even though they may only approxi- 
mations with appraisal the possible 
error. 


provide good incremental cost informa- 
tion, the management accountant must have 
the cooperation production and marketing 
groups. Here, his role may even more im- 
portant. must study and understand cost 
behavior. must search out the causal fac- 
tors cost changes and determine the magni- 
tude cost responses each these factors. 
This not small order, but something 
that any accounting activity can tackle 
aggressive accounting leadership available. 


DOES SIZE AFFECT NEED? 


question often asked whether the con- 
cepts mentioned are applicable both small- 
and medium-sized businesses. There should 
hesitation giving answer. While 
the specific needs management depend 
part upon the size the organization, the 
general needs for tailored information and 
sound approach the problem are not re- 
lated size. The cost operating useful 
accounting function dependent, some 
degree, the volume transactions and the 
number variety decisions made. 
These are, part, function size. But 
there nothing about management account- 
ing approach that makes practical only for 
large firms. The question should not be, “Can 
should be, “Can afford without it?” 
Most business activities must fortified with 
good internal financial and operating informa- 
tion they are survive. The accounting 
controllership function can the lifesaver. 


Although the concepts management 
accounting are rapidly gaining acceptance, 
there are still many businesses perhaps 
majority—that consider their accounting de- 
partments necessary but lifeless activity 
involving keeping track things and filing 


DECISIONS THROUGH MANAGEMENT ACCOUNTING 


nuisance-type reports. These companies, large 
small, are failing take advantage 
potential source operating information that 
could spell the difference between success 
and failure. Without substantial additional 
cost, the accounting function can used 
assure decentralized actions that will con- 
tribute the over-all profit objective the 
company providing individual person- 
alized goals that are internally complemen- 
tary and consistent. can motivate individ- 
uals greater and more effective effort 
creating awareness cost performance, 
revenues produced individual actions, and 
departmental product-line profit con- 
tributions. 

orienting toward needs, 
product lines that had been thought 
highly profitable may shown mar- 
ginal. Other products may contribute more 
over-all profits. Still others may shown 
continual drag profits and should 
considered for elimination. Project pro- 
posals for new machinery new plant loca- 
tions may viewed terms their likely 
effects profits both the short and long 
run. Decisions product pricing may 
made view relevant cost information. 
Management action these and many other 
areas need longer made guess, 
hunch, uninformed opinion. Good busi- 


ness judgment valuable talent, but unin- 
formed good judgment may fall far short 
informed good judgment, which within the 
reach those who are willing develop and 
use accounting data that tailored fit their 
needs. 


awareness the dynamic and crucial role 
that accounting can fill tool for manage- 
ment action and define some basic concepts 
that must underlie the management account- 
ing approach. have not pointed specific 
techniques which this approach may 
implemented. 


Management and accounting personnel 
businesses where little has been accomplished 
this area may find immediate assistance 
current literature the field, attendance 
and participation technical conferences, 
and enrollment certain adult education 
programs selected universities 
fessional associations. The National Associa- 
tion Accountants, the Controllers’ Institute 
America, and the American Management 
Association have done great deal bring 
enlightenment through their educational pro- 
grams and publications. Investigation into 
some the specifics management account- 
ing should richly rewarding. 
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ARTHUR WEIMER 


Would Regional Bank System 


Help Urban Renewal Programs? 


TRBAN RENEWAL and development now 
rank among our major problems. 
terms expenditures, problems this type 
are likely claim tax funds amounts that 
rank only lower than amounts for defense and 
education. appears that our attention has 
centered considerable extent govern- 
mental subsidies means for dealing with 
urban renewal and development; and while 
there are number local and state programs, 
those the federal level have been dominant 
recent years. Indeed, there has been grow- 
ing tendency for the national government 
assume major responsibility for the solution 
number problems that were formerly 
handled state local levels. 


should recognize, however, that much 
urban renewal privately motivated and 
financed. Typically, programs new develop- 
ment are the result private rather than 


Mr. Weimer Dean the School Business, Indiana 
University. 


governmental the real estate field, 
however, some public action almost always 
necessary make private action effective. 
There must least public access private 
real estate make private ownership prac- 
tical; water supplies, sewers, utilities, schools, 
and many other community facilities are 
needed supplement private ownership 
property and private programs develop- 
ment renewal. Then, too, the problem 
assembling sufficiently large tracts land for 
renewal programs almost always requires that 
some public agency make provisions for con- 
demnation order acquire the necessary 
property. Thus, wonder that atten- 
tion has centered public rather than pri- 
vate programs urban renewal. 


The private programs, however, are highly 
significant; and, given proper encouragement 
and support, such programs may well play 
role growing importance the years ahead. 
Such encouragement and support, well 


assistance for various public and quasi-public 


programs, may provided regional sys- 
tem urban renewal and development banks. 
The prototype such system found the 
Federal Reserve, the Federal Home Loan 
Bank System, and the Federal Land Banks. 
Indeed, may desirable consider re- 
gional systems for number our broader 
areas government activity, particularly 
since the problems operating extensive fed- 
eral programs from Washington grow increas- 
ingly difficult. There are, also, increasing 
needs for arrangements that are broader than 
individual states. 


the details system urban renewal and 
development banks; some broad suggestions, 
however, may set forth for consideration. 


Regions might set the Federal Re- 
serve Federal Home Loan Bank patterns. 
should noted that the establishment 
appropriate regions will present some compli- 
cated problems: While would probably 
desirable not split states, this would dif- 
ficult major metropolitan areas were not 
split. For this program, would appear 
that metropolitan areas rather than states 
should given priority the development 
regional arrangements. There probably 
great advantage following such regions 
have been established the Federal Re- 
serve Board the Federal Home Loan Bank 
System; addition, the rate growth and 
expansion some metropolitan areas may re- 
quire re-evaluation regional arrangements 
from time time. 


federal board, much like the Board 
Governors the Federal Reserve System, 
should set provide for co-ordination 
and central administration. Original stock 
subscription would undertaken through 
federal funds with the possibility for retire- 
ment, desired. Cities, municipalities, various 
other public bodies, private financial institu- 
tions, and possibly some other private agencies 
could given the opportunity become 


WOULD REGIONAL BANK SYSTEM HELP URBAN RENEWAL PROGRAMS? 


members upon meeting certain basic require- 
ments, perhaps including some stock pur- 
chase. Funds would allocated manner 
patterned after that followed the Federal 
Home Loan Banks. 


The regional banks could borrow from each 
other. The system could into the money 
markets raise funds, and provision might 
also made put out consolidated issues 
representing the obligations several munici- 
palities but endorsed this system, thus giv- 
ing added marketability and preserving the 
tax exemption feature the obligations. 


The boards the regional banks would 
elected the members; the central board 
would appointed the President. The 
banks would not make subsidy grants—either 
the present urban renewal administration 
something like would serve this purpose. 
Grants such agency, however, would 
made only after clearance with the bank sys- 
tem and upon its opinion that projects were 
soundly conceived and could not accom- 
plished without subsidy. some cases, bank- 
ing and subsidy arrangements might com- 
bined. 


Private builders and developers would not 
the regional banks directly. Essentially 
these would “bankers’ banks” and would 
operate through member financial institutions. 
Such private institutions, however, would 
eligible apply the banks for loans 
finance both private and public projects. 
some cases, the private financial institution 
might finance portion projects, with “the 
top” riskier element being financed ur- 
ban renewal and development banks. Cities 
and other public organizations would 
gible apply the banks for funds directly, 
they might some cases apply private 
financial institutions. Exactly which projects 
would follow one route another would have 
worked out. 


This brief sketch, course, leaves many 
questions unanswered, but may serve sug- 
gest broad way how regional system 
urban renewal and development banks might 
work. 
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program this type. One the need for pro- 
viding greater assistance for private well 
public programs that would lead urban re- 
newal development. Another the proba- 
bility that many allocations present are 
being made largely political basis with 
individual cities more concerned with “getting 
their share” federal funds than with the ulti- 
mate success their programs. Also, there are 
various situations which subsidies would 
not essential. Some type financial assist- 
ance, however, may needed, and provision 
may have made for the necessary land 
assembly. 

Many the problems involved urban re- 
newal and development are financial, and 
bank system would assure that adequate at- 
tention would given financial considera- 
tions. Professor Alvin Hansen, writing the 
Committee for Economic re- 
port Problems United States Economic De- 
velopment, says discussing the great pro- 
spective wave urban growth, which 
identifies the major problem facing us: 

“This tidal wave will throw economic, fis- 
cal and social problems the magnitude 
which have scarcely yet caught glimmer. 
The central economic problem spring- 
ing from this development will that 
finance. The tidal wave urban growth 
will push the foreground never before 
the problem federal-state-local fiscal re- 

The funds involved urban renewal and 
development projects are very large. Rob- 
ert Wood has pointed out, for example: 

“The cost redevelopment and renewal 

any comprehensive scale approaches the as- 

tronomical: the clearance and redevelopment 


Problems United States Economic Development, 
Vol. (New York: Committee for Economic Develop- 
ment, 1958), 326-27. interesting note that, 
the forty-eight papers dealing with the subject identi- 
fying the most important economic problems faced 
the United States the next twenty years, four stressed 
the subject urban problems. 


177 acres New York City has cost almost 
$100 million public funds, and the cost 
bring eight block pilot area New 
West End back conditions which might re- 
stimulate private investment has been esti- 


mated between $30 $34 


special significance the need for stand- 
ards which judge the relative desirability 
the multitude possible urban renewal 
and development projects. date, such 
standards for renewal projects have revolved 
largely around the idea “workable pro- 
but, course, just what workable 
has never been spelled out too clearly and 
subject wide variety interpretations. 
The standards that are needed should 
specific possible, distinguishing, for ex- 
ample, between purely local projects and 
those that might have regional national sig- 
nificance: appears difficult justify 
the use federal funds for projects that 
serve solely local needs. 
should also indicative the type assist- 
ance provided the various regional banks. 
some cases, only technical assistance would 
required; others, substantial financial 
programs and arrangements might needed; 
and, still others, direct subsidies might 
recommended. 


prototype the general kinds stand- 
ards that might evolved provided the 
standards insurability developed the 
Federal Housing Administration determine 
eligibility mortgages for insurance. When 
the FHA was established, such standards were 
set priori basis, drawing the ex- 
perience those the field mortgage 
finance. Gradually, these standards were 
tested experience, modified required, 
abandoned and new ones added. Even 
standards for judging the desirability 
various urban renewal and development proj- 
ects had very tentative the outset, 
some objective bases would provided for 
analyzing projects and arriving reasonable 


Robert Wood, Metropolis Against Itself (New 
York: Committee for Economic Development; March, 
1959), 16. 
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judgments. These standards could gradu- 
ally improved upon experience indicated. 


Another reason for favoring system re- 
gional banks this field the possibility that 
holds for developing staff highly compe- 
tent personnel. Certainly the experience the 
Federal Reserve along this line most encour- 
aging. Both the regional bank and the 
Board levels, the Federal Reserve has brought 
together, trained, and developed outstanding 
professional personnel who have played big 
part the success the system. The experi- 
ence the Federal Reserve and the Federal 
Home Loan Bank System indicates that com- 
petent personnel have been able develop 
significant careers and without being 
subjected greatly political pressures. 
this, the use objective standards opera- 
tions has been particularly helpful. 


regional system makes possible for pro- 
fessional personnel develop intimate 
knowledge the region and the various 
cities, other public bodies, financial institu- 
tions, and private agencies operating it. 
Such knowledge increases the probability that 
sound decisions will reached. While na- 
tional standards may applicable generally, 
the success failure projects the urban 
renewal and area likely turn 
local and regional factors. 


system regional urban renewal and de- 
velopment banks should make possible 
allocate resources and funds realistic 
basis and screen carefully the projects that 
justify the use federal funds. not easy 
make use the price and market system 
allocating resources programs this type; 
however, system such outlined would 
help make this possible greater extent 
than the programs that have been evolved 
date. should desirable maintain 
somewhat closer relationship between costs 
and prices well costs and returns meas- 
ured economic terms than has been done 
thus far. final analysis, all such projects 
should “pay out” either direct indirect 


ways, which, however, should recognized 
and evaluated advance action. 


Competent professional personnel well ac- 
quainted with the problems urban areas 
their regions would undoubtedly able 
estimate long-run effects various programs 
and projects. For example, possible that 
many renewal programs may have solved some 
immediate problems but the same time 
have created sets conditions that will mag- 
nify similar problems the future. Many de- 
velopments might possible the price 
land “near in” other blighted areas were 
reduced realistic levels. Many the re- 
newal projects recent years, however, have 
had the effect “bailing out” some property 
owners and increasing the expectation 
others that they, too, will bailed out at- 
tractive prices. For long-term progress, 
course, downward adjustments land prices 
many the areas need urban renewal 
would helpful. 


One the major arguments for regional 
system the urban renewal and development 
fields the wide difference objectives be- 
tween local communities. For example, some 
cities are strongly dedicated growth— 
growth almost any price—while others pre- 
fer reasonably stable situation. Some leaders 
few our larger cities are beginning 
wonder seriously about the merits further 
growth and may even prefer some contraction 
few years. Several European cities have 
already instituted plans for encouraging cer- 
tain industries move elsewhere for dis- 
couraging new industries from being estab- 
lished crowded centers. 


National programs tend reflect national 
objectives, and yet programs the urban field 
must fit the objectives local communities. 
Thus, essential that they reflect the objec- 
tives and aspirations people the local 
communities. Miles Colean recognizes this 
the following statement: 


“Since cities are humanly organized, fol- 
lows that humans may reorganize them and 
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change and improve them far they have 
the desire, inventiveness and energy so. 
If, however, their efforts create more 
compatible environment are effective, 
men must, first, have reached some general 
agreement the kind cities they want 
and, second, have devised suitable legal, po- 
litical and fiscal means for producing the de- 


sired 


INALLY, need type arrangement 
that can anticipate future developments 
well deal with current problems and those 
the recent past. Recent census figures sug- 
gest that “suburbia” giving way “inter- 
urbia.” Some our large metropolitan areas 
may soon become parts even larger urban, 
suburban, and interurban developments. The 
structures our cities are undergoing sig- 
nificant changes, many which can only 
dimly perceived yet. For example, number 
completely new communities may de- 


Colean, Renewing Our Cities (New York: 
Twentieth Century Fund, 1953), pp. 9-10. 


veloped the next few decades. Some them 
probably will essentially “dormitory towns” 
without the customary economic base, and 
their residents will gain their economic sup- 
port from adjacent nearby centers. The 
towns, however, will independent other 
cities physical and local political terms. 
Some these new communities may develop 
their own industrial and shopping centers, 
thus enjoying some measure economic inde- 
pendence 

may that system regional urban 
renewal and development banks, served 
competent professional personnel and operat- 
ing under standards that are objective 
possible, will help anticipate some the 
types problems that will emerge this field 
during the remaining years the twentieth 
century. This suggestion may least help 
stimulate new directions thinking and 
develop new approaches the solution 
some our urban problems. 


Weimer and Homer Hoyt, Principles 
Real Estate (4th ed.; New York: The Ronald Press 
1960), pp. 547-48. 


The city [Bath] was itself mean and contemptible, elegant 


buildings, open streets, nor uniform squares. 
things was, that Mr. Nash first came into that city. 


Arow new 


houses was begun the south side the gravel walks, before which 
handsome pavement was then made for the company walk on. 


Not less than seventeen eighteen hundred pounds was raised this 


year, and the beginning 1706, subscription, and laid out re- 
pairing the roads near the city. The streets began better cleaned, 


paved and 


The houses and streets now began improve, and ornaments 


were lavished upon them even profusion. But the midst this 


splendour the company still were obliged assemble booth 
drink tea chocolate, game. Mr. Nash undertook remedy this 
inconvenience. his direction, one Thomas Harrison erected hand- 


some Assembly-house for these purposes. 


this house were also 


added gardens for people rank and fashion walk in; and the 


beauty the suburbs continued increase 


—Oliver Goldsmith 
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How Money Motivates Men 


MANY corporations, payroll represents 
the major cost doing business. More 
than per cent our gross national product 
paid each year employees for their time 
and effort. And yet the expenditure this 
vast sum money, presumably motivate 
men, has been subjected surprisingly little 
research, and even less theoretical discus- 
sion. Those studies that have been made 
compensation are generally the survey va- 
riety; they emphasize what being done, not 
why being done, what should done. 
How get the most out each payroll dollar 
seldom studied. 


Modern management deeply concerned 
with the motivational impact financial in- 
centives. longer trusts the attitude the 
old-line foreman who told me, “But money 
does work. Just put extra dollar that 
pay check—or take the dollar away—and 
see what effect has.” too many com- 


Mr. McDermid Consulting Psychologist for the firm 
Humber, Mundie McClary, Evanston. 


panies—companies with high wages, profit 
sharing, elaborate benefit programs, and in- 
centive systems—money has not worked. Con- 
sequently, responsible managers are asking: 


our wage and salary level adequate? And 
what determines “adequate” level? 


How about our sales bonus—what effect 
does have? 

our management incentive plan paying 
off? 

What the value stock option plan? 

Will profit sharing work for us? 

Just how motivational our benefit pro- 
gram? 

And how about our entire compensation 
package? Does have optimum balance 
base salary, incentive payments, protective 
provisions, benefit plans, and perquisites? 


tackle questions such these, one must 
have basic understanding what money 
means and how motivates men. With this 
understanding, compensation program can 
designed achieve maximum motiva- 
tion lowest possible cost—in both human 


Seid 
€ 
A 
> 
SP 
: 
» 
& 
- 


and financial terms. this way, the needs 
employees can best met and the attainment 
corporate objectives best ensured. 


HUMAN MOTIVATION 


Traditionally, compensation practices have 
been based the classic economic theory that 
man rational animal motivated the de- 
sire maximize his economic gains. This 
premise has given rise the belief that em- 
ployees can automatically motivated 
produce more the promise additional 
money. theory, this economic concept 
man has often been decried; its limitations 
have repeatedly been exposed (for example, 
even under piecework incentive systems out- 
put often restricted yet still forms the 
basis for most our compensation practices 
today. 

psychological theory motivation, first 
advanced Maslow,' provides better insight 
into the dynamics underlying human 
ior. The essence this theory well illus- 
trated the famous anecdote about Samuel 
Gompers, for long time president the 
American Federation Labor. When Gom- 
pers was asked, “Just what the trade-unions 
replied, “More!” His answer goes 
beyond union philosophy; sums all hu- 
man motivation. Man always wants, and wants 
more. Maslow has phrased it, “Man 
wanting animal.” 

Two further principles are basic impor- 
tance theory. One that man’s 
wanting depends completely what al- 
ready has. Satisfied needs not motivate be- 
havior. Only needs not yet gratified exert any 
considerable force influencing what do. 
The other principle that needs and wants 
are arranged hierarchy importance. 
soon needs lower level are fulfilled, 
those higher level emerge and demand 


more complete presentation this theory, to- 
gether with considerations and qualifications that must 
omitted here, see Maslow, Motivation and Personal- 
ity (New York: Harper Brothers, 1954), especially pp. 
80-106. 


satisfaction. When man operates these 
higher levels, classic economic theory gives 
very incomplete picture human motivation. 

The hierarchy needs arranged 
pyramid five levels, from basic physiologi- 
cal drives the bottom the desire for self- 
realization, the highest expression the hu- 
man spirit, the apex. Graphically, these 
need levels can arranged thus: 


Needs 


Esteem Needs 


Social Needs 


Safety Needs 


Physiological Needs 


fill out this diagram, brief description 
follows for each need level. 


Physiological Needs 


The physiological needs are the needs for oxy- 
gen, food, drink, elimination, sexual satisfac- 
tion, rest, activity, and temperature regula- 
tion; these are the basic drives human be- 
havior. person really deprived any 
them (with the possible exception sexual ac- 
tivity will bend every effort satisfy this 
need. The starved man thinks only food, 
wants only food, perhaps hallucinates about 
food, and directs all his behavior obtain 
food. Similarly, the drowning man wants only 
breathe; overworked executive yearns 
for sleep; the consuming public 
conditioners during heat wave. Even the sex- 
ual needs, which from the standpoint sur- 
vival are comparatively mild, can completely 
dominate the behaving organism. 

Once these needs are satisfied, however, 
they cease important motives for behav- 
ior. How many people think about their need 
for air except when they are deprived it? 
Food and drink, sleep and activity needs, 


Self 
Realization 


least American civilization, are readily 
satisfied that they not often dominate our 
goal-seeking. the other hand, sex receives 
much emphasis our culture because 
the one physiological need not always satis- 
fied. the extent, then, that basic needs are 
satisfied, they cease motivate behavior, and 
new and higher needs emerge, demanding sat- 
isfaction their turn. 


Safety Needs 


The safety needs are directly above the physi- 
ological this hierarchy. These include the 
need for protection from physical danger fire, 
accidents, criminal assault, and forth); for 
economic security (by means, for example, 
various social insurances); for the familiar 
rather than the unfamiliar; and for religious, 
philosophic, scientific ordering the cha- 
otic into meaningful whole. has 
described these needs for economic security 
and emotional surety. 

The healthy adult our society feels 
least minimal satisfaction his safety needs, 
and consequently their motivating force 
diminished one. But have only turn 
the child the neurotic see how all- 
important safety needs can be. child con- 
fronted with new strange situation may 
panic and cling his mother for security. The 
neurotic, threatened anything unexpected 
unfamiliar, will great lengths hedge 
his world with familiar symbols safety. 
And even with healthy adults, judge 
collective bargaining demands, protection 
against the risks old age, sickness, and un- 
employment are important motives for behav- 
ior—once living wage, that is, provision for 
food and drink and shelter, has been provided. 


Social Needs 


Love, affection, and “togetherness” seem most 
important the individual who has satisfied 
his physiological and safety needs. Now 


Robert Burns, “Management and Employee Moti- 
vation,” Public Personnel Review, April, 1959), 122-27. 
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wants belong, find acceptance, part 
group. Deprived family and friends, 
will feel the need for them with all the inten- 
sity hungry man for food. 

Unlike physiological and safety needs, so- 
cial needs are not readily satisfied our cul- 
ture. The flight from the family farm and small 
town community, often impersonal urban 
centers, and our traditional taboo tender- 
ness have helped prevent fulfillment 
these needs. Consequently, social needs have 
become dominant motivating force the 
United States. Incentive workers who restrict 
output accordance with group pressures are 
motivated this powerful need belong. 
For the same reason, some young people de- 
velop loyalty their gang that yields 
outside pressure. 

These instances are relatively new expres- 
sions ways which Americans are trying 
compensate for the loss social roots that 
once gave them their sense belonging. So- 
cial needs, comparatively unsatisfied, have be- 
come primary motives for much our be- 
havior. 


Esteem Needs 


Next the hierarchy needs are those relat- 
ing esteem, both self-esteem and the esteem 
others. The need for self-esteem includes 
the desire for personal worth and dignity, for 
strength, for competence, achievement, and 
mastery, for independence and freedom. The 
need for the esteem others includes desires 
for attention and recognition, for status, 
prestige, and reputation, for importance and 
power. 

These needs are obviously important deter- 
minants behavior. The very real need 
“keeping with the Joneses,” joining the 
best club, getting the better office, driv- 
ing the right car, having socially accept- 
able address—all these are manifestations 
needing the esteem others. Self-esteem, too, 
takes various forms: for example, the need 
feel the importance one’s work take 
stand some moral issue. 
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Esteem needs are capable satisfaction 
the American culture, but generally good 
deal effort required ensure their gratifi- 
cation. Accordingly, fulfilling the needs for 
esteem today important motivating force 
our behavior. 


Need for Self-Realization 


Self-realization the ultimate the hier- 
archy needs. the language philosophy, 
entails the fulfillment one’s highest poten- 
tial. refers doing being what one can 
be; requires making use all one has, 
become everything that one capable 
becoming. 

human potentials vary from individual 
individual, must self-realization. Advanc- 
ing nuclear theory, writing poetry, playing 
golf, managing enterprise, being 
ideal mother can all expressions self- 
realization. The one characteristic underlying 
all these activities fulfillment capacity, 
whether that capacity large small. 

Examples self-realization are rare. 
may conclude, sure, that human being 
has ever fulfilled all his potential. Maslow cites 
Abraham Lincoln and William James, among 
others, who have come relatively close self- 
realization. more people have their lower 
needs more and more satisfied, can pre- 
dicted that greater number will work to- 
wards fulfilling their potential. This, fact, 
may considered the ultimate test any 
civilization: what extent does give its 
citizens the opportunity for self-realization? 


QUALIFYING FACTORS 


Multiple Motivation 


Activity generally involves several sources 
driving power; often many needs interact 
bring about given bit behavior. act 
love, for example, may motivated 
needs for affection, for dominance, for self- 
realization, well for sexual release. The 
discussion need hierarchy, therefore, 


should not taken imply that lower need 
level the sole motive for all behavior until 
completely satisfied, which point the next 
need emerges and dominates behavior until 
turn satisfied. Need levels are indications 
relative, not absolute, importance. quote 
only percent, then need may not vis- 
ible all. However, this need becomes 
satisfied percent, need may emerge 
percent, need becomes satisfied per- 
cent, need may emerge percent, and 
Behavior effected multiple and in- 
teracting needs, arranged rough hierarchy 
prepotency. 


Frustration 


The motivation theory have described 
far essentially positive one. have con- 
sidered only goal-directed behavior, that is, 
activity oriented towards goal. Goal-seeking 
this simple type calls forth relatively ration- 
and logical behavior achieve the desired 
end result. 

But should noted that seldom human 
activity neatly ordered. Generally, some- 
thing complicates our goal-seeking. This bar- 
rier calls forth two basic types behavior: 
ingenious attempts solve the problem, 
frustration. human affairs, the latter fre- 
quently the case; fact, most theories hu- 
man motivation, including Freud’s theory, 
have dealt largely with frustration-instigated 
behavior. 

Frustration evokes the emotional reactions 
aggression, regression, fixation, 
sorted defense mechanisms. Behavior that was 
formerly orderly and rational becomes disor- 
ganized and emotional; instead bending his 
behavior towards goal, the individual must 
cope with emotions aroused fleeing from 
the barrier. the attempt cope with these 
emotions radically unsuccessful, neurosis 
psychosis may result. Eventually, psychother- 
apy may needed probe beyond the emo- 
tional reactions the individual, reach the 
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original barrier barriers, help resolve 
them, and set the behaving organism 
the positive road goal-seeking once again. 

While such extremes these are not the 
common experience industrial organiza- 
tions, modified forms frustration-instigated 
behavior occur. One form responsible for 
militant union’s fighting for more money 
and bigger benefits when has already se- 
cured the best pay the area. Frustrated 
satisfying higher needs, the men (and their 
union have regressed previously satisfy- 
ing form behavior—that is, the original satis- 
faction their physiological and safety needs. 
labor history pointedly illustrates, 
additional amount money will satisfy them 
now, though they will continue expend 
their efforts this direction. Instead, the frus- 
trating barriers the satisfaction social and 
esteem needs must removed order can- 
cel out these negative expressions militant 
unionism. 

Likert’s modified theory management* 
points out, these patterns negative behavior 
exist throughout the echelons management 
too. Frustrating need for status 
by, for example, reduction office appoint- 
ments window space, can just damag- 
ing cutting his pay. will react negatively 
and emotionally. But take less obvious ex- 
ample, consider the frustration such need 
pride the significance one’s job; this 
need not fulfilled, the resulting vague dis- 
content may motivate the executive seek 
higher salary indication his worth, 
while the true cause his discontent remains 
unallayed. Instances this sort are too num- 
erous list. But the main point deserves em- 
phasis: Money substitutes imperfect way 
for the satisfaction certain higher needs. 
man who has these needs frustrated cannot 
truly satisfied motivated raise pay 
since money cannot buy what wants. 


For popular presentation this theory, see the inter- 
view with Rensis Likert, “How Raise Productivity 20%,” 
Nation’s Business, (August, 1959), 30-32, 40, 
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Functional Autonomy 


Another aspect human motivation that has 
special relevance money the curious phe- 
nomenon known functional autonomy. 
Briefly stated, this the idea that goals once 
desired means end can become goals 
desired for their own sake. miser, for ex- 
ample, may once have valued money for the 
physiological and safety needs satisfied, but 
eventually came regard money valua- 
ble its own right. 

This concept helps explain why Rockefel- 
ler, Carnegie, Getty may work his 
death accumulating wealth that can never 
spend. Money longer serves exchange 
symbol for such men; has become function- 
ally autonomous, divorced from the original 
reason for its value. 

most organizations there are employees, 
especially the upper echelons, for whom 
money and money-making have become func- 
tionally autonomous. For such individuals, 
money has direct significance not dependent 
upon its purchasing power. itself the 
most powerful incentive, for directly satis- 
fies their dominant needs. 


Employee Surveys 


Psychologists industry have conducted 
many studies asking workers what they want 
from their Such surveys typically pro- 
duce the following results: order impor- 
tance the items most wanted are steady work; 
opportunity for advancement; good supervis- 
ion; desirable work group companions; 
good pay; and desirable type work, work- 
ing conditions, hours, and benefits. 

According the theory proposed this 
paper, those needs the bottom the rank- 
ing, hours and benefits, are relatively well sat- 
isfied, whereas those the top the list, such 
steady work, are not. Such surveys, other 
words, indicate those needs that are dominant 
because they are not fulfilled. 


See, for example, Jurgensen, “What Job Appli- 
cants Look for Company,” Personnel Psychology, 
(Winter, 1948), 433-35. 
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Obviously, certain factors will affect these 
surveys. Results will vary from organization 
organization, from echelon echelon; age 
and sex may influence them. The manager in- 
terested meeting the needs his workers 
will take individual reading the depriva- 
tions that his work force feels and adjust his 
employee relations program accordingly. 

Wage and salary administrators, too, need 
aware these factors. Meiklejohn 
has pointed different financial needs are 
characteristic different employee levels 
organization. Attempting meet these 
needs with uniform compensation practices 
makes inefficient use money-motivation. 
Ideally, needs should identified for each 
group through such technique depth 
survey; then the compensation package 
should adjusted meet these needs. The 
results may range from supplemental unem- 
ployment benefits for the rank and file stock 
options for top management. Maximum moti- 
vation lowest cost the desired end 


THE MEANING MONEY 


How does all this theory relate the role 
money motivating behavior? What does 


compensation represent its recipients? 
What needs does fulfill? 


Obviously, the first meaning money lies 
its power buy satisfaction the basic 
physiological needs—food, clothing, and shel- 
ter. Closely allied these basic needs are cer- 
tain acquired needs with physiological basis, 
such the need for tobacco. only after 
these fundamental drives have been relatively 
well satisfied that any major amount money 
will diverted towards other goods. 

Next the hierarchy needs the cate- 
gory termed safety, major expression 
which, today’s culture, the need for finan- 
cial security. Here money represents insur- 
ance against physiological deprivation and 
against the financial hazards poor health, 


Robert Meiklejohn, “Financial Incentives Beyond 
Base Pay,” Management Record May, 1958), pp. 165-70. 


old age, and unemployment. Collective bar- 
gaining demands for security, well such 
common phenomena buying life insurance 
and “putting away for rainy day,” are obvi- 
ous examples using money satisfy safety 
needs. 


Money can also facilitate satisfaction the 
social needs, the third level the hierarchy, 
but only indirectly. Thus one can purchase 
membership country club, but the actual 
exchange friendship and love does not nec- 
essarily result. The biggest benefit money 
this level lies freeing the individual from 
the insistent clamor his physiological and 
safety needs that can attend his social 
wants. 


The situation different the case the 
esteem needs. The American way life has 
stressed money the measure status and 
achievement. Hence has become most im- 
portant the satisfaction esteem needs. 
The extent which this ingrained our 
sense values can seen not only one 
man’s evaluation another the basis his 
financial show, but even the dependence 
his concept himself the amount money 
makes. Many men, other words, are will- 
ing accept their salary the indication 
their worth. Compensation has become impor- 
tant this level not only for what buys, 
but also for what means, both judging 
one’s self and one’s neighbor. 


What about self-realization the peak 
the need pyramid? Money little impor- 
tance gaining fulfillment this level; can 
more than remove obstacles self- 
realization. Here the role money satisfy 
the physiological and other needs that the 
individual free devote his efforts fulfill- 
ing his potential. 

From the preceding paragraphs can 
seen that money efficient satisfying needs 
the lower levels since can quickly and 
directly converted into ways and means 
satisfying individual wants. great variety 
foods, clothes, and shelter arrangements can 
bought. But higher levels the hier- 
archy, the situation more complicated. 


Man’s striving for money, once his basic needs 
are satisfied, often becomes substitute for the 
true satisfaction his higher needs. might 


instructive this point examine 


this happens, and what can done about it. 


Offering money wage employee 
much the same principle dangling 
carrot front donkey. High wages are 
reward for productive work. Conversely, 
withholding money demoting firing the 
employee form punishment for poor 
work, much like the cancellation child’s 
treat. This system rewards and punishment 
effective lower need levels since the grati- 
fication physiological and safety needs 
largely dependent buying outside sources 
satisfaction. When man motivated 
these needs, can controlled the grant- 
ing withholding money. But the source 
satisfaction for higher needs lies within each 
individual. The man motivated social 
esteem self-realization needs not easily 
controlled external rewards 
ments; consequently, money per rela- 
tively weak motivating force. Mc- 
Gregor puts it: direction and control are 
useless methods motivating people whose 
physiological and safety needs are reasonably 
satisfied and whose social, egoistic, and self- 
fulfillment needs are 


People many walks life are motivated 
work incentives other than money. The 
men Washington, religious 
leaders, scientists and academicians, dedi- 
trade-unionists, and creative artists take 
pride the significance their work; they 
attach personal and social values it. Within 
the large corporation, too, there are many who 
will respond readily work intrinsic in- 
terest and value financial rewards, which 
are always extrinsic any job. 

This means two things management: 


not rely exclusively further in- 
creases wages and security benefits mo- 


McGregor, Human Side Enterprise,” 
Adventure Thought and Action (Cambridge: Massa- 
chusetts Institute Technology, 1957), 28. 
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tivate employees, once adequate wages and 
benefits have been established. 

man’s satisfying his social and esteem and 
self-realization needs the job. 


For management the important conclusion 
drawn from the whole theory that 
one incentive the only answer motivating 
men the job. Money powerful, but its 
power limited. Aiding group activities, cre- 
ating opportunities, recognizing worth, en- 
couraging growth, and fostering individual ex- 
pression can also promote employee effort, 
some cases more effectively than money. 
the responsibility management under- 
stand those factors that motivate their men, 
and arrange conditions and methods 
work that employees can best achieve their 
own goals directing their efforts towards 
organizational objectives. 


PRACTICAL APPLICATION 


This money-motivation theory can used 
evaluate any compensation device and help 
determine how maximize its motivational 
impact. Let take, example, manage- 
ment incentive plan. The questions basic 
our study are: 


How well this management incentive 
plan attracting, retaining, and motivating su- 
perior men? 

successful? Are its returns greater 
than its costs the corporation? 


How can this management incentive plan 
improved? 


Specific hypotheses may formulated 
from the money-motivation theory set out 
the preceding paragraphs. obvious from 
the following list that all these hypotheses can- 
not true one and the same time. The aim 
nere cover every possibility. 


Positive motivation 


Incentive awards primarily represent pur- 
chasing power recipients (physiological 
need 


<> 
: 
ig 4 
rt 
Ly 
2 


100 


Incentive awards primarily represent 
financial security their recipients (safety 
need level 

Incentive awards primarily indicate the 
participants’ belonging participating 
contributing the corporate welfare (social 
need 

Incentive awards primarily confirm one’s 
own sense achievement for job well done 
(self-esteem need 

Incentive awards primarily indicate recog- 
nition one’s contribution the corporation 
(other-esteem need 

Incentive awards primarily encourage 
the recipient fulfill his potential (self- 
realization need 


Negative motivation 


Reducing withholding incentive awards 
(for mediocre performance increases the in- 
tensity positive need gratification. 

Reducing withholding incentive awards 
(for mediocre produces frus- 
tration effects inimical the accomplishment 
the plan’s objectives. 


should clear from the first part the 
article that given hypothesis might true 
for one group—stratified according execu- 
tive level, job function, salary, and on—and 
not for another. Accordingly, data test the 
truth falsehood the hypotheses must 
collected sufficient depth and breadth 
permit detailed analysis every dimension. 

Three stratified random samples man- 
agement personnel, distinct but comparable, 
should selected for depth interviews, sur- 
vey questionnaires, and projective sentence- 
completion forms, respectively. These tech- 
niques should designed that they 
indicate how participants feel about their 
management incentive plan, how they think 
affects their behavior and the behavior their 
superiors, peers, and subordinates, and what 
they suggest improve it. 

All three investigatory techniques should 
ordered yield information pertinent 


the hypotheses listed above. this way each 
hypothesis could supported denied 
the data, and the degree support denial 
indicated. addition, the validity each 
hypothesis could determined for specific 
groups participants stratified according 
such dimensions age, income, echelon, and 
function within the corporation. 

result all this information, the man- 
agement incentive plan could tailored 
the express needs management personnel— 
and the corporation. this way, both per- 
sonal and corporate objectives could more 
perfectly realized, with profit for both parties. 


RESULTS FROM the research outlined above 
could help shed light one the questions 
raised the introduction this article: “Is 
given management incentive plan paying off?” 
Similarly, this approach could used 
structure research other questions related 
money and motivation; the efficiency any 
compensation device could studied this 
way. 

The prototype described the previous 
section could, moreover, serve model 
the study entire compensation program. 
All elements the package—base pay, in- 
centive plans, protective provisions, benefit 
programs, and perquisites—could 
ated their relationship one another. Then 
were found that given level em- 
ployees was primarily motivated physio- 
logical needs, great emphasis could placed 
base pay; safety needs, protective 
provisions; esteem needs, perquisites. 


Thus, through understanding what 
needs were motivating men and how money 
could used satisfy them, the compensa- 
tion program could ordered achieve 
maximum motivation lowest possible cost; 
the needs each individual would best 
met, and the attainment corporate objec- 
tives best ensured. 


ear 


this 


Can you understand this man’s hunger for Tools? 


them he’s useless—a burden himself and 
With tools his hands—a spade, hoe, 
rake—he could raise food enough for his 
and perhaps other hungry villagers. But 
man and countless others like him Greece, 
Latin America and other desperately 
simplest steel implements are beyond 
They cost too much. millions acres are 
scratched...with forked sticks wooden 


(PLEASE MAKE CHECKS PAYABLE CARE, INC.) 


ADDRESS 


ploughs...and two-thirds the world’s people still 
sleep hungry. Will you help them till the fer- 
tile earth...through CARE? Wherever possible, 
CARE food distribution coupled with tools-for 
training program that enables men and women 
become self-supporting. The need was never greater, 
the rewards never richer. Will you buy extra 
tool—to put into hands hungry for work, food, and 
dignity? Send dollars CARE, New York 16. 
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MOLECULAR ELECTRONICS: 


ITS IMPACT OUR FUTURE 


TECHNOLOGICAL progress any 
field is, course, accelerated 
the development concerned has 
significant economic military 
potential. obvious that the 
rapid growth solid-state tech- 
nology, and consequently the 
been due the users elec- 
tronic systems, particularly the 
military, who desire the advan- 
tages small size, light weight, 
increased efficiency, and greater 
reliability the systems they 
use. 

Indeed, the electronics indus- 
try general and the semicon- 
ductor industry 
have been quite sensitive the 
needs and desires their custo- 
mers. Credit for this should not 
necessarily farsighted exec- 
utive ability this industry; 
more likely the result the 
generous financial support from 
the military for the development 
better and more complex sys- 
tems and components. Support 
from industry, addition fi- 
nancing from the government, 
has provided important break- 


Mr. Gunther General Manager the 
Semiconductor Department, Westing- 
house Electric Corporation, Youngwood, 
Pennsylvania. 
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throughs for 
industrial, commercial, and con- 
sumer systems. These, turn, 
have helped the 
grams making components 
large quantities lower prices 
than would otherwise have been 
possible. 


NEW DEVELOPMENTS 


The evolution increasingly 
advanced semiconductor compo- 
nents and 
coupled with growing demands 
for greater reliability and more 
complex system functions, re- 
sulted the realization that the 
traditional electronic circuit de- 
sign had its limitations. sys- 
tems became 
more components were required; 
consequently, both size and 
weight increased, whereas the 
reliability the system either 
decreased was likely so. 


Microminiaturization 


Progress major importance 
was first made the area 
microminiaturization compo- 
nents and the subsequent criti- 
cal assembly components into 
modular packages. These devel- 
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opments permitted reductions 
size and weight and helped 
increase reliability since the as. 
semblies were processed togeth- 
under uniform conditions, and 
completed packages modules 
were encapsulated that the 
parts were protected. 


This approach, however, stil] 
retained many the 
tages inherent the assembly 
separate components. 
fore, the next step the 
tionary process was based 
further refinement the micro- 
miniaturization approach. this 
development, the circuit 
active and passive elements 
formed upon inert, insulating 
substrate, usually film dep- 
osition technique. 
nates the assembly separate 
circuit components results 
improvements the system 
subsystem, but, even this 
refinement, 
main, principally those still con- 
nected the traditional 
circuit concept standard com- 
ponent assembly. 


Molecular Electronics 


different 
proach this system problem 
grew out the realization that 
the components the system 
are merely the means end, 
not the end itself. The user 
the system little concerned 
with the bits and pieces the 
system but vitally concerned 
with its performance. From the 
user’s viewpoint, was apparent 
that much could gained 
objective conceptual analysis 
the system desired. 


Such analyses resulted the 
recognition that simple 
electronic systems could 
signed around such characteris- 
tics semiconductors as, 
example, switching and 
ing. Moreover, there were 
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limitations 
that would prevent the extension 
these and other fundamentals 
the design complete com- 
plex systems one block 
suitable semiconductor material. 
was obvious, however, that 
radically new developments 
semiconductor technology would 
have made this philos- 
ophy were fully imple- 
mented 
systems. 

The descriptive name “mo- 
lecular electronics” was coined 
personnel Wright Air De- 


velopment Division the Air 


Force denote this philosophi- 
cal approach system design. 
design philosophy, the function- 
output desired from the input 
supplied considered with 
reference semiconductor ma- 
terial characteristics. The condi- 
necessary for the desired 


output are established 


analysis, and suitable piece 


provide the required areas, 
zones, and junctions that com- 
bine the individual semiconduc- 
tor characteristics perform the 
over-all function. This seldom, 
ever, bears any similarity 
conventional circuit, although 
circuits 
wed understanding ex- 
plaining the operation the 
system. 

Ideally, therefore, system 
based molecular electronics 
would consist suitably sized 
piece, block, semiconductor 
material that has been properly 
into various areas and 
zones that the desired func- 
tional output attained from 
given input. This system, 
properly protected 
chanical damage 
mental deterioration, should 
have unlimited life, excellent 
small size and weight 


and, eventually, low cost for 
the function performed. 

All the developments 
date have fulfilled early expec- 
tations for the advantages mo- 
lecular electronics and have em- 
phasized the need for the 
development new concepts 
order realize the maximum 
potential this philosophy. 
has been possible reduce sim- 
small size even comparison 
with equivalent systems made 
from present semiconductor 
components. Because 
small size, units very light 
weight have been developed. 
These are great importance 
the military and undoubtedly 
will prove valuable many in- 
dustrial, commercial, consum- 
applications. Furthermore, the 
small size and light weight 
the simple systems lend them- 
selves high “packing density,” 
the ability put greater num- 
space. This factor becoming 
more significant system tech- 
nology becomes more complex, 
and, addition, makes envi- 
ronmental protection, from nu- 
clear radiation for example, eas- 
ier effect since smaller 
package involved. 

Smaller equipment sizes may 
necessary just accomplish 
the increasing speeds involved 
data processing information 
handling computers. The real 
time involved propagating 
signal through the system itself 
can limiting factor the 
operational speed compu- 
ter; the only solution have 
the parts much closer together 
that the distance traveled 
the signal reduced. Obviously, 
the philosophy molecular 
electronic design great sig- 
nificance the solution this 
problem. 

also expected that very 
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substantial improvements re- 
liability will achieved since 
practically all the troublesome 
connections between 
nents are eliminated, except 
those the input, the output, 
and possibly power source. 
Reliability performance under 
conditions shock and vibra- 
tion should improve, too, since 
the lighter weight equipment 
will better withstand mechani- 
cal shock. 


Clearly, this technique 
present most applicable in- 
formation handling, 
essing, and communications. 
these areas that extremely 
complex systems are actuated 
and operate low-power 
levels. should noted, how- 
ever, that certain subsystems 
have been built handle mod- 
est power loads and that higher 
power units have been contem- 
plated. Although too soon 
have rigorous life test data 
verify each the many advan- 
tages contemplated for products 
made using molecular electronic 
techniques, such information 
rapidly being accumulated, and 
all the results date seem 
justify the initial confidence that 
was held for molecular electron- 
ics. 


MATERIALS 


The progress made the semi- 
conductor field since the crystal 
radio receiver, which galena 
crystal was used for the detector, 
has always been the direction 
achieving more complex func- 
tions from the device invented. 
These devices have continually 
achieved smaller size, higher 
efficiency, and greater reliability, 
and are responsible for the very 
rapid growth the semiconduc- 
tor industry from annual vol- 
ume less than $1,000,000 only 
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ten years ago something over 
$500,000,000 1961. 

Since the base that makes 
this progress possible depends 
suitable materials, ap- 
parent that continued research 
and development the mate- 
rials field vital. The molecular 
engineering 
not exist without fundamen- 
tally strong material technology 
since based essentially 
understanding materials 
and how they can modified 
have specific usable character- 
istics. 


Silicon and Germanium 


The elements important the 
semiconductor industry—primari- 
ly, silicon and germanium—have 
reached advanced stage 
development. Progress has also 
been made the compound 
semiconductor materials. 
though the exploitation these 
materials has not yet reached 
important commercial level, 
considerable research and devel- 
opment effort the materials 
field almost certain result 
commercially profitable find- 


ings. 


Dendritic Growth 


Prior the concept molecu- 
lar electronics, better and more 
efficient ways prepare semi- 
conductor materials for use 
devices were being explored 
since the preparation conven- 
tional materials involves num- 
steps. “Dendritic growth” 
semiconductor materials was 
discovered with the result that 
many complicated steps were 
eliminated and materials were 
produced strips ready for use 
devices. Silicon and germa- 
nium crystals have already been 
made dendritic growth tech- 
niques, and substantial progress 
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being made certain the 
semiconductor compound ma- 
terials. 

Most important, however, was 
the discovery that multizone 
dendrites, several controlled 
zones different characteristics 
each zone, could prepared. 
This was significant itself for 
semiconductor devices 
came even more important when 
related the molecular elec- 
tronic concept. seems likely 
that the union dendritic 
growth and molecular electron- 
ics will provide unusual oppor- 
tunities for the broad applica- 
military, industrial, commercial, 
and consumer products. 


Epitaxial Growth 


Another important development 
the materials field that 
“epitaxial growth” which dif- 
ferent layers, zones, are grown 
from vapor suitable silicon 
substrate. The molecular elec- 
tronics concept can readily use 
this technique provide areas 
and zones the required char- 
acteristics for the performance 
the function desired. 


ELECTRONIC BLOCKS 


Much still remains accom- 
plished the materials field 
achieve the maximum potential 
the molecular electronics 
philosophy, but enough has been 
done start exploiting the con- 
cept commercially. Much also 
remains done the area 
techniques for fabricating 
junctions, etching, 
masking, cutting, and shaping 
order able achieve the 
block structure 
(areas, zones, 
that necessary for more com- 
plex electronic functions. More 


1960 


inventions will required also 
for block configurations that are 
able achieve the more com. 
plex system functions 


Functional Electronic Blocks 


number fairly simple 
tems, however, have now been 
developed, and the way toward 
the more complex systems indi- 
cated. The functions that have 
already been incorporated into 
range from configuration that 
acts phase-shifting network 
complicated bistable multi- 
vibrator, known also “flip- 
flop” block. These blocks, which 
are called “functional electronic 
blocks,” may used basic 
building blocks for the more 
complex systems that cannot, 
yet, incorporated into sin- 
gle block. They offer the many 
advantages 
tronics, although the ultimate 
sophistication 
reached. 

The initial work functional 
electronic blocks has been di- 
rected into the areas ampli- 
fiers and computer components 
since these fields provide the 
opportunity study broad 
cross section the expected 
are also great importance 
the armed forces since they are 
commonly used 
systems, and, result, they 
received financial support from 
the Wright Air Development 
vision for much the develop- 
ment effort that was related 
specific accomplishments. 

number functional elec- 
tronic block amplifiers have 
developed with variety 
trical characteristics that 
imum usefulness 
when they are incorporated with 
other devices into complex 
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tems. Low-level amplifiers with 
low and high input impedances 
and various power gains, and 
amplifiers with medium 
and high gains, handling one 
two amperes current, have 
been developed. These have 
been offered commercially en- 
gineering prototype samples. 
important invention the func- 
tional electronic block termed 
that can pass 
frequency band and can 
voltage-tuned the desired 
frequency. With this invention, 
and tunable functional 
block amplifier 
ble. 


Various computer components 
from bistable multivi- 
brators and astable multivibra- 
tors switches have also been 
developed. cross-coupled mul- 
operating 500 kilo- 
has already been offered 
developmental basis, and 
expected that the astable mul- 
tivibrators will offered soon. 
ten-position 
switch with excellent 
voltage capability and approxi- 
mately milliampere current 
level and pulse generator that 
operates the frequency range 
100 are also avail- 
able. 


The 
blocks now being offered in- 
dustry have demonstrated the 
and potential the 
phy. present, since the cost 
the functional blocks quite 
high, they cannot generally 
considered for immediate appli- 
which economics are 
primary importance. How- 
must recognized that 
the lead time required devel- 
specified block may rath- 
long; therefore, not too 
consider applications 


Management Technology 


the first series monographs 
published 


The Institute Management Sciences 


This monograph directed toward filling 
the need for expositions important em- 
pirical aspects the Management Sciences. 


The following articles appear this first issue: 
Monte Carlo Solution Waiting Line Problems BILLY GOETZ 


Operating Management Speaks 
ROGER CRANE, PHILIP WHELAN, and BUTLER 


System Engineering MERRILL FLOOD 
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Optimization Investment—A Solution Linear Programming 
MARIO BERTOLETTI, JORGE CHAPIRO, and HORACIO RIEZNIK 


Planning Continuous Production Linear Programming 
MARIO BERTOLETTI 


The Demonstration Statistical Control Problems 
Electronic Analog JOHN HYLAND 


Design Management Information System 
STOLLER and RICHARD VAN HORN 


Edited and with foreword Roger Crane 
and West Churchman 


With appreciation for the role that science will play manage- 
ment, the editors have endeavored present publication 
interest those the management field and also use 
those who are research-oriented. The second issue will ready 
late Fall. 


Price $2.00 
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Send order with remittance 


The Institute Management Sciences 
Box 273 Pleasantville New York 


BUSINESS HORIZONS WINTER, 1960 


also 
4 
rom 
ined 


There seems fundamen- since will saved the effort where the advantages 
tal reason why the cost these designing simple functions. very small size, light weight, and 
blocks cannot reliability outweigh 
equivalent System Blocks considerations. the majority 


circuitry perform the same the cases, economics will not 
function; they lend themselves 
high-volume production tech- 
niques that should result large 
cost reductions when 
cilities can made available. 
Such facilities will made 
available, course, when infor- 


permit the individual unit 
support large costs; the ultimate 
electronic 
fore, may feasible only where 
the high development cost can 
distributed over large num- 
ber units, and significant pro- 
achieved through the large-scale 
this area that the greatest im- 
pact 
will felt the complete elec- 


The logical extension the 
block, 
which accomplishes subsystem 
function, the designing 
single block perform the com- 
plete, complex system function 
required. This believed 
feasible, although not possible 
for complex systems present. 
great deal development 
work must still done and 
many more inventions made be- 
fore possible incorporate 
into one block semiconductor 
material the areas, 
zones, and junctions perform 
the full input-output function 
complex system. 

The “electronic system block” 
its most sophisticated and 
final form will actually perform 
only the complete function for 
which was designed and built. 
Obviously, this makes inflex- 
ible for any other use and creates 
certain special conditions and 
problems which have rec- 
ognized. The topological design 
areas, zones, and junctions 
accomplish the specific perform- 
ance desired will costly 
itself. The additional production 
costs such units will re- 
lated the number systems 
desired the customer. Herein 
lie the special problems the 


mation concerning device char- 
acteristics, product design, and 
market demand has been col- 
lected and evaluated sufficient 
quantity show economic 
justification for them. 

tronic systems. 
Functional electronic blocks preproduction 
costs cannot spread over 
large number systems and 
where the electronic system ad- 
vantages are not 


for many other purposes will 
developed the future. Addi- 
tional inventions will, all prob- 
ability, made even where 
function cannot present 
performed semiconductor. 


spective cost, expected 
that the functional electronic 
blocks will used the system 
assembly. such cases, the sys- 
tem function will achieved 
with relatively little sacrifice 
the advantages molecular 
electronics the 
electronic 
blocks, each which can 
made large volume rela- 
tively low cost because will 
have broad range uses. 
any commercial product, the 
greater the use standard 
items, the lower their cost. 


other words, number new 
system functions will 
made available time goes 
for use the system designer. 
These blocks will increasingly 
more complex and will form 
spectrum ranging from the sim- 
ple circuit functions presently 
available through 
complex systems that 
pected the future. 


Since circuitry flexibility and 
freedom design can best 
achieved the assembly in- 
dividual active and passive ele- 


ments such generally done electronic system block. 
today, electronic obvious that molecular 
blocks will somewhat restrict the Cost Factors electronics will have 
flexibility system design un- cant impact the business com 
less rather specific functions Where cost essentially munity. When one considers the 
produced for particular sys- the individual unit can ab- 
tem. Nevertheless, the hands sorb its share the large devel- tional electronics 
competent system designer, opment cost and heavy seems safe predict that 
the functional block approach production cost with- electronics will 
will provide adequate flexibility strain. These cases are even greater effect since 
and should actually make the tively rare and would primarily many 
designers job more creative those special military situ- use. 
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also seems likely that mo- 
electronics will have 
effect the existing electronic 
business. The radically new ap- 
proach the performance 
system function may affect 
many presently 
nesses, since may necessitate 
certain redirection reorienta- 
tion products and objectives 
tained. will provide, too, new 
product ideas for new businesses 
that can offer excellent oppor- 
tunities for investment. 


Molecular electronics will also 
challenge the scientific commu- 
nity develop further inventions 
the field itself and the use 
the products the technology. 
Many millions dollars will al- 
most certainly devoted 
additional research and develop- 
ment this field. The proper un- 
derstanding and evaluation 
this effort great importance 
the business world. 


Present businesses involved 
any extent the manufacture 
distribution electronic com- 
ponents will have assess the 
their future and plan accordingly. 
Prudence would dictate ob- 
jective evaluation present 
products and determination 
the effect molecular electronics 
their future. The investment 
community will certainly ob- 
jective this matter since tech- 
nological developments have 
often made formerly profitable 
businesses obsolete. 


Businesses presently concerned 
with the use classical compo- 
must also evaluate the ef- 
fect this development their 
designs. those cases where 
seems likely that the product line 
can benefit from this technology, 
engineering effort should ap- 
the possible applications. Con- 


siderations must also given 
new designs and the possibility 
creating new products. Secur- 
ity analysts will want know 
how thorough and objective this 
evaluation has been guide 
future growth potential. 


Many businesses will faced 
with difficult decisions concern- 
ing contemplated programs 
well ones which they are 
already committed. They will 
have give careful consideration 
expenditures for conventional 
engineering designs, facilities for 
expansion, obligations for fu- 
ture research programs. They will 
required, seems, review 
these matters critically and ad- 
just, necessary, the implica- 
tions this new technology. The 
problem financing research and 
development areas affected 
molecular electronics serious 
one. 


When new concepts are devel- 
oped, the opportunity for profit- 
able investment new ideas 
new companies very great. 
Computers, for example, which 
have been exploited consid- 
erable extent the military, 
have been finding more and more 
application commerce and in- 
dustry. reasonable expect 
that creative engineers will not 
only able increase the use- 
fulness computers industry 
and the military but will find 
many applications for them the 
home and daily life, potentially 
the biggest market. 


The “Dick Tracy” wrist watch 
radio transmitter, for example, 
now potential reality. The op- 
portunities and hazards devel- 
oping such product cannot 
ignored business. More prac- 
tical, however, may the poten- 
tial improvement now possible 
hearing aids. means molec- 
ular electronics, for example, the 
hearing aid amplifier could prob- 


ably built into the ear receiver 
along with button battery and 
microphone; the 
might fit directly into the ear 
mount against the bone behind 
the ear. Public speakers may 
longer encumbered the en- 
tangling cords that tie the micro- 
small transmitter 
pick his normal speaking voice 
and transmit receiver and 
amplifier for public address 
broadcast. Such equipment may 
also find applications the home. 


THE molecular 
electronics will have impor- 
tant impact all business. Its 
potential for development into 
tremendous number new and 
improved products along with the 
opportunities for 
vestment offers stimulating 
challenge. Those products that 
the public accepts will certainly 
profitable their manufac- 
turers, but businessmen may find 
necessary modify their or- 
ganizational structure order 
make the best use the advan- 
tages that can obtained from 
molecular electronics. More em- 
phasis may have put into 
corporate planning minimize 
the time required for exploitation 
new products, get better 
market forecasts for anticipated 
products, provide adequate 
funds for the necessary develop- 
ment. There may have 
closer liaison between companies 
involved the development and 
production molecular-engi- 
neered products. But, whatever 
adjustments may have 
made, the possibility that molec- 
ular electronics will improve not 
only the efficiency business, 
but also the standard living, 
makes subject vital in- 
terest. 
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Lois Shepherd Headings 


EDITOR 


book notes and reviews 


AND 


AMERICAN STUDIES 


BUSINESS EMPIRICISM 


have endeavored not laugh human actions, not lament them, nor detest 


them, but understand them. (Spinoza) 


the most overbur- 
dened words business research 
seem “interdisciplinary” 
and “empirical.” This emphasis 
is, course, way saying that 
business behavior not neatly 
compartmentalized academic 
divisions might indicate; and 
that sometimes fact different 
from and stranger than accepted 
theory. 


have remarked before, 
however, the hue and cry for in- 
terdisciplinary approaches cer- 
tainly not restricted the busi- 
ness field. This obvious from 
the feverish activity improve 
communication between the hu- 
manities and the sciences among 
college faculties, and from the in- 
creasing resort anthropological 
approaches, the community 
study Newburyport (Yankee 
reviewed the last issue. 


Like the Yankee City Series, 
the field American studies— 
field variously called American 
Civilization, American Culture, 
just American Studies—is 
attempt see our society 
whole through both facts and 


values, through its “symbolic 
life,” Lloyd Warner would 
call it, through its “overt and 
covert cultures,” the terms 
one the essays STUDIES 
AMERICAN CULTURE: DOMINANT 
IDEAS AND IMAGES, 
Joseph Kwiat and Mary 
Turpie $4.75). 


Henry Nash Smith the intro- 
ductory essay, “Can 
Develop Method?” 
notes that the concept “culture” 
embraces both “society” and 
“art”; and that, whereas cultural 
anthropology includes the whole 
concept its studies primitive 
cultures, tends restrict itself 
society when undertakes the 
study complex societies. Amer- 
ican Studies, course, have had 
rather unique history: They 
have not grown out the social 
sciences primarily, but from liter- 
ary criticism and history. Smith, 
now primarily literary scholar 
though one the early 
American Civilization such, 
therefore suggests “that individ- 
ual instances embody whatever 
uniformities may exist cul- 
ture, and that really exhaustive 
knowledge the concrete case— 


108 BUSINESS HORIZONS WINTER, 1960 


work art, specific situation, 
career—might well lead the 
recognition aspects the cul- 
ture which have previously es. 
caped attention.” (p. 15) 


Both this introductory essay 
and the concluding one Rob- 
ert Spiller tend largely 
pessimistic about early combi- 
nation those techniques 
analysis the social scientists 
and those the literary and art 
critics—not because such com- 
bination impossible infeasi- 
ble, but because the intransi- 
geance the purists each field. 


Near the middle this 
tion essays, however, en- 
lightening one called “Literature 
and Covert Culture” Bernard 
Bowron, Leo Marx, and Amold 
that says part: “This essay 
experiment collaboration be- 
tween scholars associated with 
literary studies and with sociol- 
(p. 84) fine scholarly 
fashion they start with definition: 


“By covert culture refer traits 
those who possess them. The 
covert traits are not more 
‘real’ than the overt traits; they are 
equally representative people’s atti- 
may 
assume are the presence 


tudes behaviors. 


covert culture when note recur- 
rent pattern inconsistent seem- 
ingly illogical behavior. When most 
people given society subsociety 
persist acting inconsistently, when 
they resist with emotion any attempts 
reconcile their actions with their 
expressed beliefs, and when they 
sist this behavior over extended 
period time, then presumably 
are dealing with covert culture.” 


84) 


The authors then state their 
purpose, which “to suggest 
means uncovering elements 
covert culture through the analy- 
sis written, particularly 
literary, evidence.” 87) 


men 
ning 
Thi: 
OWI 
flexi 
pan 


How You Make Decisions 
CAPITAL INVESTING 

LINE PRICING 

PRODUCT SELECTING 

MAKING BUYING 


COST CONTROLLING 

and other top-level problems 
that determine your 
future? 


Profit Planning Through 


Volume-Cost Analysis 


you practical advice using modern manage- 
most valuable tool for successful profit plan- 


ning. 


This important new book describes the specific 
functions volume-cost analysis different levels 
operation and shows how they can apply your 


own business structure. help you introduce the new 


variable budgeting system into your com- 
pany, the author tells you through practical ex- 
amples how to: 


establish sound organizational policies 
harness human assets 

compile reliable budget estimates 

measure production and sales volumes 
evaluate the time element 


distinguish between forecast profit and actual 
profit 


Features: 
numerous explanatory charts, graphs, and tables 


39-page appendix with complete 
showing the dynamic influence volume-cost 
analysis and variable budgeting modern profit 
planning big businesses. 


Illustrated 


MORE PRODUCTIVE? 
MAKE GREATER 
CONTRIBUTION 
COMPANY PROFITS? 


valuable new book for 
the middle manager his 
way explains how 
operate department with 
the efficiency that gets 


Work Management 
Milon Brown 


This practical guide describes the nature and purpose 
the five basic managerial processes. 


PLANNING 

ORGANIZING 

DIRECTING 

COORDINATING 
CONTROLLING 


and shows you the techniques use applying 
them your own work situation. gives you specific 
advice how use your money, people, materials, 
methods, and equipment best advantage creating 
and maintaining more productive flow work. 


The author writes simply and directly. stays close 
particulars discusses the day-to-day problems 
you face and tells you: 


what questions ask yourself before making 
decisions 


where controls can the most good 

how stimulate teamwork 

who should have certain authority and respon- 
sibilities 

why principles organizational planning pro- 
duce the best results 

how direct and coordinate work processes 


Illustrated pages $5.00 


Order Today From Your Nearest Bookstore Write Dept. HBR-2. 


subject change. She Company Fifth Avenue, New York 11, 
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method, borrowed from literary 
criticism and psychology, 
analyze the projective compo- 
nent written documents, 
component found chiefly im- 


agery and metaphor. They con- 
tend that, when allowances are 
made for shifts style and taste, 
the manifest content literature, 
especially popular literature, may 
covert culture. 


The element uncovered this 
particular study disguised 
hostility among Americans gen- 
erally toward machine technol- 
ogy—a hostility, must em- 
phasized, shared both overt 
proponents and opponents that 
newspapers, magazines, and ora- 
tions the pre-Civil War period 
the onset industrialism, the 
authors demonstrate that even 


among those who professed ap- 
change under way, there wide- 
spread evidence largely unac- 
knowledged doubt, fear, and hos- 
tility. They cite representative 
examples from article rail- 
roads the U.S. published 
1840 Hunt’s Merchants’ Maga- 
zine showing the contrast be- 
tween the explicit theme the 
article—to enlist support for the 
new power—and the words 
associates with steamships and 
railroads, which evoke destruc- 
tive and repulsive images. This 
ambiguity between thought and 
feeling substantiated, they em- 
phasize, frequent recurrence 
the same images and meta- 
phors the literature the peri- 
od—through unconscious usage 
the part the popular writers 
and conscious usage the era’s 
great writers. “What are say- 
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ing that the skilled writer 
firms the presence these covert 
traits culture which 
tive and untrained writers merely 
betray.” (p. 93) 


Studies American Culture are 
quite diversified. Some are pri- 
marily literary and some prima- 
social. the latter, perhaps 
the most interesting for our con- 
text “How Americans See 
Themselves” Reuel Denney 
(one the authors—with David 
Riesman—of The Lonely Crowd). 
discusses the concept na- 
tional character, called culture 
personality anthropologists, 
dynamic variable within cul- 
ture that helps 
things that cannot explained 
references ideology, social 
structure, individual personal- 
ity. 
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Tax Institute, Inc. 
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for the field whole, 


“As read our sociological stu- 
dents American character, they 
appear agree that American char- 
acter is, first, engaged the 
need internalize the human 
meaning industrialism; second, 


organized such way that adoles- 


cence more crisis the life 
than many other cultures; 


third, concerned with ambiguity 


roles arising from the indus- 


women; and, fourth, 
engaged playing out some sort 
this-worldly mysticism that resem- 
bles, but not the same as, the 
moral materialism early British 
industrialism. That say, the 
American character historically 
the way which dis- 
poses its attitudes about male and 
work and play, youth and 
age.” (p. 17) 


Denney also notes strain 
ambiguity toward industrialism 
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our anxiety about conformity. 
This also the theme another 
essay the same book Lind- 
bergh’s flight and the social phe- 
nomenon 
Americans still have not resolved 
this admiration-fear emotional 
dichotomy over 
society. 


These statements the schol- 
ars, says Denney, leave still un- 
answered the question how the 
majority Americans see them- 
selves. believes that the more 
popular theories our national 
character—as found, for example, 
the writings Philip Wylie 
and Ayn Rand—display more 
identities with the expert studies 
than disparities. finds, the 
last twenty-five years, surpris- 
ing blending the voices the 
intellectual and general public 
the subject. “Both are sure that 
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(p. 25) Finally, The Lonely 
Crowd also suggested, one the 
most important things about 
American character its tend- 
ency change. 


One phenomenon that these 
studies largely ignore (for evi- 
dent reasons) that increased 
chauvinism usually comes with 
consciousness. American liter- 
ature, for example, the tide 
fashion turning from expatri- 
ates Henry James, Eliot, 
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the articles this book deals 
with the renewed interest 
American vernacular literature.) 
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THE CHINESE INTELLECTUALS Prae- 


ger 
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PEOPLE WILL 

TALKING ABOUT 
RECENT 

THE INTELLIGENT 


GUIDE SCIENCE vols.; 
Basic Books 
Baritz, THE 


POWER account use 


Loren SERVANTS 
soc. science industry; Wesleyan 
Pr.) 

Behrman, PORTRAIT MAX 
Biog. Beerbohm; Random 
Ludwig Bemelmans, ARE YOU HUN- 

GRY, ARE YOU COLD? 

John Betjeman, SUMMONED BELLS 
(Acclaimed English poet; Hough- 
ton 

Vance Bourjaily, CONFESSIONS 
SPENT YOUTH (Avant garde pica- 
resque novel; 

Robert Brown and Gustave Wei- 
gel, AMERICAN DIALOGUE 
Catholic Prot. and Protes- 
tant Cath.; Doubleday 

Henry Chafetz, PLAY THE DEVIL 
(Hist. U.S. gambling, 1492- 
1950; Clarkson Potter 

Paul Goodman, GROWING ABSURD 
(Critique Am. society; Ran- 
dom 


Mack Hanan, (Am. 


myths Little, 
Brown 
THE SQUEEZE: 


CITIES WITHOUT SPACE Morrow 

Eugene RHINOCEROS AND 
OTHER (Avant garde play- 
wright; Grove 
Randall Jarrell, WOMAN THE 
WASHINGTON zoo 
Jack Jones, THE END THOUGHT 
(Plight modern man; Hori- 
zons 

Lucy Kavaler, THE PRIVATE WORLD 

Jack Kerouac, LONESOME TRAVELER 
(McGraw 

Eric Larrabee, THE SELF-CONSCIOUS 


Doubleday 
Max Lerner, BEYOND THE POWER 


Day Lewis, THE BURIED Au- 
tobiog.; Harper 
Lindstrom, 


THE FADING 
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AMERICAN NEWSPAPER (Double- 
day 


Lewis Lusardi, THE PEACOCK EYE 
(Remarkable new writer; Scrib- 
ner 

John Lyle, AND LAWLESS 
(Corruption Chicago; 
Prentice 

Peter Medawar, THE FUTURE 
MAN (Eminent biologist; Basic 
Books 

Nicholas Monsarrat, THE NYLON 
RATES (High life luxury 
liner; Sloane 

John Murray, HOLD THESE 
TRUTHS (Cath. reflections 
church state Sheed 
Ward 


Robert Nathan, THE (Satire 


issues; 


lost civilization; Knopf 

ANTHROPOLOGY AND PRACTICAL 
Macmillan 

Jerzy Peterkiewicz, 
NOVEL FIVE ACTs Rave notices 
Eng.; 

Anthony Powell, 
NESE RESTAURANT Acclaimed new 
writer; Little, Brown 

James Purdy, THE NEPHEW 
Malcolm; Farrar) 

Edwin Way Teale, INTO 
SUMMER (Third nature series 
seasons; Dodd, Mead 

Peter Ustinov, THE Little, 
Brown 

Vassiliev and Gouschev, 
SIAN THE CEN- 

scientists; McGraw 


SCIENCE 


Sloan Wilson, SENSE VALUES 
Man the Gray Flan- 
nel Suit; 


FORTHCOMING 


Richard and Katherine Gordon with 
Max Gunther, THE SPLIT-LEVEL 
TRAP (Pressures suburban liv- 
ing; Bernard Geis 

Herbert Lobsenz, VANGEL GRIFFIN 
$10,000 Harper Prize 
Novel Contest; Harper 

Roger Vailland, (Author 
The Law; 
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This belongs with the recent 
volt Karl Shapiro (In Defense 
Ignorance) against 
oriented poetry, the poetry the 
dition, and the recent interest 
new vernacular mode such 
that the beatnik and jazz poet- 
ry. This “tradition the new,” 
exemplified also action paint- 
ing (slightingly referred some- 
times the 
school), doubt intimately 
connected with the growing pre- 
occupation Americans with 
looking themselves. 


Without doubt, Americans 
need know ourselves and our 
society better. But need, too, 
the lesson the folklorist: The 
ballad that seems uniquely 
American and that still domi- 
nates (though perhaps cor- 
rupt version the juke boxes over 
the country was originally im- 
migrant whose basic form and 
content were established long be- 
fore set foot American 
shores. 


For the rising tide empiri- 
cism business research—which 
many trace from the famous 
spects out phase with the gen- 
eral scientific trend, which 
turning again what variously 
called re-evaluation, review, 
stitutionalism, field theory. 


other words, both the physical 


and social sciences general, 
there urge for perspective, 
for summing and ordering 
data preparation for future 
work. This primarily because 
the abundance data 
mulated within the last few dec- 
ades (especially the physical 
sciences the other hand, the 


age experiment and empirical 


studies has barely begun for busi- 
ness researchers. Until recently, 


much the more solid thinking 


eff 
the 
sol 
the 
toc 
pat 
ins 
tal 
res 
jou 


about business has 
pended theory that turn 
was based the findings the 
sciences. Also, many the 
demand has been for prescriptive 
rather than descriptive work. 
There has been little time and 
spare for mere under- 
standing. For example, even 
the case the Argyris study de- 
scribed the last issue, the em- 
pirical data were being collected 
mainly solve immediate 
problem. (This was not true, 


hich 


gen- 


usly 


sical 


eral, 
tive, 


iture 


ause 


dec- 


sical 


which avowedly was undertaken 
for understanding. 


growing number social 
scientists outside the field busi- 
ness itself have been encouraged 
the foundations treat busi- 
ness legitimate field for seri- 
ous academic study. Whether 
the business field itself peri- 
pheral areas the behavioral 
sciences, researchers business 
today can feel indeed much sym- 
pathy for the anthropologists 
early this century who revolted 
against too 
ated and subjective theory and, 
inspired the example Boaz, 
insisted first-hand objective 
observation and historical (today 
say dynamic developmen- 
tal) explanations. 

The final phase the Ford 
Foundation’s Program Eco- 
nomic Development and Admin- 
istration recent volume 
three essays the application 
business problems 
psychological, sociological 
and_ potential. 
these essays ap- 
peared earlier 


the 


busi- 
ntly, 


SCIENCE RESEARCH BUSINESS: 
PRODUCT AND POTENTIAL Rob- 
ert Dahl, Mason Haire, and 
Paul Lazarsfeld (Columbia, 
$3.00), the authors state that this 
monograph directed two 


audiences: colleagues 
own disciplines, and teachers and 
students business. “We have 
tried keep mind the reader 
looking for quick survey 
what has been done writers 
each these areas the social 
sciences, the young scholar inter- 
ested the possibilities re- 
search business, teachers 
need summary references 
works the field, and the stu- 
dent training for career busi- 
ness.” pp. vii-viii 


They disclaim any attempt, 
however, comprehensive 
survey, for they have plan 
omitted the enormous volume 
relevant material business stu- 
dents (for example, Lazarsfeld 
excludes the work industrial 
sociology, Dahl leaves out that 
governmental regulations, and 
Haire does not try cover the 
psychology decision-making— 
although 
decision-making studies 
cluded Lazarsfeld). The au- 
thors point out unexpected 
side light the study whole: 
There tend not only cer- 
tain amount overlapping inter- 
ests but also some actual trans- 
positions perspectives. What 
one would expect, for instance, 
treated the psychologist 
turns the summary 
sociologist, what one would 
consider traditional sociological 
aspect considered the politi- 
cal scientist. which illus- 
trates the anthropologist’s insist- 
ence that the formal disciplinary 
classifications tend break down 
the analysis complex cul- 
tures they for primitive cul- 
tures. Culture study must 
interrelated, integrated, 
whole. other words, just 
Economic Man has outlived his 
general usefulness, too, Occu- 


The authors deplore the dearth 
research business their 
disciplines view its richness 
subject for social research. 
They emphasize that although 
there problem access the 
business firm, this not insur- 
mountable, and the big gaps re- 
sult from the fact that “we have 
not tried.” They not mention 
that most social science treatment 
business date—except, per- 
haps, for economics—has been 
the form social criticism rather 
than systematic analysis. But 
they touch this issue when 
they say the conclusion the 
preface: 


“As said the outset, these es- 
says examine business but they 
not appraise it. The task appraisal 
very large one; and can not 
judge intelligently without the kind 
knowledge emphasized these 
essays. Nonetheless, the attempt 
judge business enterprise its 
consequences, place some 
framework goals and values, and 
the power relations and morality 
our social structure—indeed our 
whole civilization—is effort fully 
essential anything have 
urged this book.” 


The first essay, “Business and 
Politics: Critical Appraisal 
Political Science” Robert 
Dahl, divides the survey into four 
sections: studies the business 
firm political order, busi- 
ness relations political order, 
the relationships business 
within the American political or- 
der, and the general concern 
business civilization and the 
political order. 


The extent and meaning the 
managerial revolution has been 
the primary concern the firm 
political order. Dahl refers 
Berle’s thesis that control and 


pational Man apparently ownership have been divorced. 
doomed. then points out the difference 
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between Berle’s conviction that 
control, not ownership, still 
resides largely the directors 
and the position that Gor- 
don takes Business Leadership 
the Large Corporation (1945), 
where maintains that man- 
agers have appropriated control 
from even the directors. The fo- 
cus the manager and his func- 
increased studies bureaucracies 
general and the hypothesis 
that managers business and 
managers government tend 
function similarly. Dahl feels that 
might more profitable for 
the political scientist consider 
the studies decision-making 
made other disciplines. The 
makers the loci power could 
lead more meaningful conclu- 
sions his opinion. Another sug- 
gestion makes that the tech- 
niques recently developed the 
field political science for study- 
ing influence community 
power-structures could 
ried over almost intact the con- 
sideration the internal govern- 
ments business firms. 


considering business rela- 
tions political order, points 
out that political science could 
profitably add dimensions the 
tional bailiwick business rela- 
tions, and the economic order 
general. The political scientist 
early discovered, says, that the 
elaborate economic models had 
limitations when dealing with 


economic orders diverse 


those, for example, the 


the Indonesia. 
Since they have dealt with more 
diversity, political 
might able afford more 
valid approach the anomalies 
giant business firms, their in- 
terrelations, 
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tions with the economic and so- 
cial orders. Politically considered, 
for instance, 


“Their relations have much 
common with relations among 
states pursuing international strate- 
gies, invoking threats, penalties and 
rewards, engaging negotiations 
and bargains, using propaganda 
and persuasion, seeking allies, and 
on. There are 
with other forms political rivalry 
and negotiation, such conflict and 
compromise among leaders po- 
litical parties.” (p. 14) 


Dahl believes that the most 
promising avenue here might de- 
velop from the 
theory bargaining. finds 
this preferable the attempts 
arrive understanding this 
area through game theory. 
cites the work Schelling 
bargaining theory having 
some the rigor games theory 
and more relevance. Although 
sees this fruitful beginning, 
enters the following caveat: 


whether theory adequate the task 
can developed economists, 
except far they concern 
themselves with the political as- 
pects social relations, po- 
litical scientists except far 
they concern themselves with eco- 
nomic aspects. Indeed, alto- 
gether plausible that the existing di- 
vision labor within the social 
strongly against the development 
the kind theory that most 
needed.” (p. 17) 


Dahl concentrates largely 
the place business 
American political order. de- 
plores the discontinuation during 
the later thirties and the forties 
the investigations Her- 
ring and Schattschneider 
into the operations the plural- 
istic state (pluralistic, that is, 


1960 


that while periodic elections re. 
volve around competition 
tween personalities, day-to-day 
ing the interests highly 
ganized groups). The study 
government regulation took over 


this field. 


“It may be, too, that the sort clin. 
ical detachment that would enable 
the observer put his moral com. 
mitments about ‘business’ one 
side long enough observe the un. 
derlying forces work was impos- 
sible the temper the Thirties 
and the crisis War. 


“It may possible now pick 
where the earlier writers left 
even start with newer insights 
and ideas. Lane’s The Regulation 
Businessmen, which 
1954, presented 
interpretation the problems 
regulation that displays the kind 
ferment new ideas that marked 
the work the earlier period.” 
20) 


The new considerations should 
include, says Dahl, the investiga- 
tion business heterogene- 
ous rather than homogeneous 
phenomenon, 
precisely what are the bases 
and actual techniques its in- 
fluence, what areas these are 
used, the exact scope and 
tude the influence, and more 
inquiry into the 
tudes, and ideologies work. 


the matter techniques 
influence, for example, 
study should given such di- 
rect controls management 
the political behavior 
ployees security tests, welfare 
funds, and pension trusts, 
ticularly since there the theon 
growing docility among 
ecutives and white-collar workers 
because their propensity 
conform. Also, the indirect 
ence exerted through public 
tions needs scholarly scrutiny. 


flu 


flu 
tia 


one 
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irties 
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new look might directed the 
bases and techniques available 
government leaders for influenc- 
ing the behavior businessmen. 


for the arenas which in- 
fluence exerted, more attention 
studies local and state com- 
munities well business pres- 
sures the international scene. 
the scope and magnitude 
this influence well the in- 
fluence the national order, 
Dahl says that “It perhaps 
general characteristic political 
science that know good deal 
more about techniques than 
about effects, partly, doubt, 
because comparatively easy 
niques and enormously difficult 
measure effects.” 36) 


Politically relevant attitudes 
and ideologies businessmen, 
Dahl believes, can easily as- 
similated into political science, 
but the study motivations must 
depend upon innovations psy- 
chological theory and method. 
cites what considers poten- 
tially productive studies the 
differences and similarities be- 
tween business bureaucrats and 
government bureaucrats. The 
area attitude studies public 
conceptions business le- 
thargic one, probably because 
people general are concerned 
about business only when fails 
live their economic ex- 
pectations. For that reason, such 
concerns Berle’s for the legiti- 
macy the power the large 
corporation create little stir dur- 
ing prosperous periods. However, 
feels that the lack ideologi- 
cal alternatives the present or- 
der, rooted—as is—in American 
tradition, could lead more vio- 
lent change the case eco- 
nomic decline. 


Finally, Dahl comments that 
the reflective work civilized 


mind wrestling with the giant 
problems historical period 
not reducible group re- 
search studies. This kind crea- 


tive and influential writing the 
relations between business civ- 
ilization and popular political 
order (represented for older 
issues such writers Tawney, 
Hayek, Mannheim, 
man) lacking for the newer 
issues. Not that there dearth 
important and urgent ques- 
tions. “But,” Dahl laments, 
“political scientists not, and 
large, seem searching for 
44) 


Mason Haire begins the second 
essay “Psychology and the Study 
Business: Joint Behavioral 
Sciences” distinguishing three 
traditions industrial psychol- 
ogy. The first personnel psy- 
chology, which flows from the 
study individual differences, 
and focuses distributions 
skills and abilities among people 
and their unique clusters from 
individual individual, together 
with the correlation these 
abilities with other behavior. 
industry, the “correlationist,” 
Haire calls him, seeks identify 
the best man for the job through 
testing and selection process 
and deals usually with the work- 
ing situation given. The second 
tradition human engineering, 
which grows out applied ex- 
perimental psychology. pri- 
marily interested the average 
exposed group compared with 
unexposed group, and finds 
individual variance mathemati- 
cal nuisance. industry, the ex- 
perimentalist seeks fit the job 
the man (as average man, that 
is) and deals with the situation 
alterable (still primarily within 
the area equipment design). 
The third tradition social psy- 
chology, which draws both 
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from 


HOW RUN 
SUCCESSFUL 
INVESTMENT CLUB 
Revised Edition 


RAYMOND TRIGGER. With two 
new chapters legal and tax ques- 
tions, this famous guide buying 
securities through investment clubs 
offers the most up-to-date infor- 
mation available the subject. 
Coming Nov. 23. $2.95 


SELF-DEVELOPING 
AMERICA 


important,” says WILLIAM ERNEST 
this plea for prin- 
ciple co-development between 
labor and management, carry 
forward the great American idea 
that poverty can conquered and 
freedom can won. 

Coming Nov. 23. $4.50 


HUMAN VALUES 
WHERE PEOPLE WORK 


review the present state in- 
dustrial relations compared with 
the basic needs and aspirations 
people their work. 

Coming 23. $4.50 


The Ford Distinguished Lectures 
Volume III 


THE NEW SCIENCE 
MANAGEMENT DECISION 


Administration the Graduate 
School Industrial Administra- 
tion, Carnegie Institute Tech- 
Norton, School Commerce, 
Accounts, and Finance, New York 
University. $2.50 
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throws emphasis the group 
and group interactions (socio- 
metric structure, group dynamics, 
motivations and attitudes, com- 
munications industry, in- 
cludes human relations. 
Concerning the contrast be- 
tween the first two, Haire says 


“There more than deep con- 
ceptual difference between them; 
they are diametrically opposed 
practice. Every step success the 
engineer has making the job fit 
Everyman destroys part the 
reason-for-being 
tester, who depends the fact that 
not everyone can the job equally 
well. the reverse direction, 
also true, but less compelling, that 
the effectiveness selection had 
been greater would have left less 


HUMANITIES 
AND BIOGRAPHY 


Sir Kenneth Clark, LOOKING PIC- 
art book; Holt 

Shepard Clough, VALUES 
WESTERN CIVILIZATION (Colum- 
bia 

George Huszar (ed.), THE IN- 
TELLECTUALS: 
PORTRAIT (Includes Riesman, 
Orwell, Eliot, Ortega Gas- 
set, etc.; Free Pr. 

Stanley Diamond (ed.), 
(Essays Kluckhohn, 
Tillich, Kroeber, etc.; Columbia 

Leslie Fiedler, THUNDER 
Beacon 

Max Friedlander, art AND 
Beacon 

Norman Greene, JEAN-PAUL SAR- 
TRE: THE EXISTENTIALIST ETHIC 
Mich. 

Peggy Guggenheim, CONFESSIONS 

Walter Havighurst, LAND THE 
LONG (On the Midwest: 
Coward 

VIEW CONTEMPORARY MUSIC 
Evergreen 


room for the work the human 
engineer.” (p. 51) 


When the third included, the 
comparisons run thus: 


“Both the social psychologist and 
the human engineer aim saying 
how the job might rebuilt 
maximize the utilization human 
potential. They both tend see be- 
havior caused the context 
which imbedded. The correla- 
tionist sees behavior flowing from 
the characteristics individuals 
with the variance produced the 
situations which they find them- 
selves. Both the engineer and the 
social psychologist see the behavior 
produced situations, with the 
variance attributable individual 
differences. They both seek mod- 
ify behavior modifying the con- 
ditions determining it.” (p. 52) 


Kathleen Kenyon, ARCHAEOLOGY 
THE HOLY LAND Praeger 

Andrew Loomis, THE EYE THE 
PAINTER: AND THE SEARCH FOR 
BEAUTY Viking 

André Malraux, THE METAMORPHO- 
SIS THE Gops (Companion 
famous Voices Silence; Double- 
day 

Henry Miller, PAINT LOVE 
AGAIN Horizon 

Charles Morgan, LIFE MICHEL- 
ANGELO Reynal 

Elting Morison, AND TRA- 
STUDY THE LIFE AND 
TIMES 
Houghton 

Henry Murray (ed.), MYTH AND 
MYTHMAKING Braziller 

Eric Newton, THE ARTS MAN 

Saul (ed.), THE WORLD 
THE FOUNDING FATHERS Yosel- 
off 

Mary Pelts (text) and Gjon Mili 
(photographs), THE MAGIC THE 
OPERA Praeger 


STIMSON 


Simeon Potter, LANGUAGE THE 
MODERN WORLD Penguin 

Sir Herbert Read, THE FORMS 
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Within the field human ep. 
gineering the research studies 
have fallen into three main cate- 
gories: studies optimal 
ronment, studies information 
display, and studies equip. 
ment design. The general tend- 
ency rationalize the job, 
fit the average man, allowed 
the company absorb variation 
more easily and hence minimize 
turnover cost part total 
production costs. automation 
continues, however, production 
costs tend become fixed, and 
profits tend tie more 
This shifts the need from the hu- 
man engineer the social psy- 
chologist, closer alliance 
between the two. 
increased automation undercut 
the need for job rationalization, 


Selden Rodman, THE (On 
contemporary art; La. State U.) 
Nancy Ross (ed.), WORLD ZEN 

(Random 

Richard Schickel, THE WORLD 
CARNEGIE HALL Messner 

Charles Seltman, THE TWELVE OLYM- 
PIANS 

Peter Selz (ed.), NOUVEAU 
bleday 

Harlow Shapley (ed.), PON- 
DERS RELIGION (Appleton) 

William Shirer, THE RISE AND FALL 
THE THIRD REICH (S. S.) 

travels; 
Harper 

Pantheon 

John Tebbel and Keith Jennison, 
THE AMERICAN INDIAN 
per 

Pierre Teilhard Chardin, THE 
DIVINE MILIEU Harper 

Sir William Williams (ed.), THE 
GUIDE (Recommenda- 
tions essential books; Penguin) 

Edwin Wolf with John Flem- 
ing, ROSENBACH (Famous 
book dealer; World 
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LYM- 


Dou- 
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the process was creating two no- 
ticeable problems: Minimizing 
individual differences reduces 
the individual’s feeling his pe- 
culiar contribution and hence re- 
duces his satisfaction the job; 
and such minimization results 
tremendous waste existing 
individual differences. Haire 
says, “De-skilling benefits com- 
panies taken singly, but maxi- 
mize national productivity, 
would seem wiser utilize the 
peaks individual 
rather than the mid-height the 
(p. 54) 


Haire feels that new direction 
with the neglected learning 
variable neglected, claims, 
both the human engineer and 
the personnel psychologist. 
promising start has already been 
made, points out, with the 
question error man-machine 
systems, which part the 
variability around the mean 
associated with the man and part 
with the machine. When de- 
handle 
further possibility: 


“As this tendency analyze com- 
plex man-machine systems terms 
minimizing systems errors grows, 
the engineer approaches field 
which seems, first glance, be- 
more properly the bailiwick 
the social theorists: the problem 
haps worth pointing out that the ap- 
proach from the analysis systems 
complex man-machine sys- 
tems gives particular kind or- 
one that minimizes 
that will differ sharply 
the social theorist who may, 
for example, interested also 
Maximizing personal and organiza- 


tional goals simultaneously.” (pp. 
58.59 


Turning personnel psychol- 
Haire sees the knottiest 


Problem the field testing 


the determination the cri- 


terion, that constellation 
skills and aptitudes needed for 
particular job. believes firmly 
that further differentiation the 
criterion the eventual path 
research success here. fact, 
adds, although the criterion prob- 
lem leads all others industrial 
psychology lip service, trails 
work reported. 


“One part the job here the] 
identification elements the cri- 
terion and their assembly with 
proper weights multiple crite- 
rion. 

“Another source difficulty lies 
the complex determination, 
the side the individual, the cri- 
terial performance. Beside the abili- 
ties needed produce, should, 
ultimately, identify the capacity for 
sustained motivation produce, 
and the like. Only the detailed dif- 


ferentiation the criterion and its 
hold promise for raising the general 


complicating 
factor that selection com- 
pany level often extended 
classification the national level. 
Haire suspects, therefore, that 
great proportion cases, the 
selection poorly done, the ef- 
fects are compounded. cites 
case study, one that thinks has 
received too little notice, 
which the performance the se- 
lected group over the unselected 
group led only per cent in- 
crease productivity. 

sure, the low effective- 
ness the selector partly due 
the success the human en- 
gineer rebuilding the job 
all can equally well. There 


More Sales Volume? 


Lower Sales Cost? Higher Profit Margin? 


you are interested better results from your 


6-3491 


industrial automotive advertising, you need 
the services specialist these markets. 


For full information, call write: 


Leading 
Industrial and 
Automotive 


Georgia St., Indianapolis Advertising 


Agency 


BUSINESS WINTER, 1960 117 


4 
dies 
ate- 
nvi- 
tion 
ui a a 
wed 
tion 
nize 
otal 
tion 
tion 
and 
hu- 
rcut 
(On 
ison, 


point here, however, that, 
Haire’s opinion, needs recon- 
sideration. mentioned before, 
the criterion made from var- 
iously weighted skills. Typically, 
validation this weighting 
based the first few months 
production. There possibil- 
ity that the weightings should 
change different periods. se- 
lection made criterion 
validated early, the wrong people 
will selected—not those who 
will afford the highest productiv- 
ity later stages the job. 
other words, perhaps less success- 
ful early performance would lead 
later benefits. here that the 
application learning curves 
could fruitful, addition 
some consideration psycholog- 
ical components. 


Selection executives nat- 
urally more successful because 
greater variance perform- 
ance and the relatively smaller 
percentage selected. However, 
Haire would advocate more work 
the measured effect training 
programs. also refers the 
detailed research 
cluding measurement predic- 
tor abilities, variation training 
methods, and criterion measures. 


For this section, Haire finally 
suggests more work the val- 
idation the interviewer. 


industrial social psychology, 
there have been four identifiable 
trends: (1) increased interest 
group processes, especially fol- 
lowing the work Lewin, Mo- 
reno, and Mayo; (2) renewed 
interest “the psychology the 
with its emphasis the 
perceptual approach (familiar 
businessmen the form role- 
playing); (3) the implicit inclu- 
sion broad humanistic value; 
and (4) dealing with motiva- 
tion, shift from the vogue 
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TION OLIGOPOLISTIC AND MONOP- 

Roy (eds.), OPERATIONS RE- 
SEARCH AND SYSTEMS ENGINEERING 
(Johns Hopkins 

Found. for Research Human Be- 
havior, Advisory Committee, 
ACTION RESEARCH FOR 
IMPROVEMENT 
Standard Oil Co. 

Found. for Research Human Be- 
havior, THE CONSUMER AND THE 
NEW BUSINESS CYCLE (Survey Re- 
search Center, Mich.) 


PROGRAM 


Mercer Francisco, THE MORE You 
SHOW, THE MORE YOU SELL Pren- 
tice 

Cedric Frick, THE VARIABLE AN- 
Mich.) 

DAILY MARKET TIMING FOR MAXI- 
MUM PROFIT Prentice 

LAW AND THE LIFE INSURANCE CON- 
TRACT 

Trygve Haavelmo, THE 
THEORY INVESTMENT (U. 
Chicago Pr. 

PLING FOR MODERN MANAGEMENT 
Prentice 

TION HEALTH AND WELFARE 
PLANS FOR LABOR THE UNITED 
(Sch. Bus. Admin., La. 
Inst. 

Herschensohn, MEDICAL FORMS 
AND PROCEDURES FOR INDUSTRY 
(Thomas 

Thor Hultgren, CHANGES LABOR 
COST DURING CYCLES 
TION AND Bur. 
Econ. Research 

Thomas Insull, TRANSPORT AIR 
Arts 

Internatl Econ. ECONOMIC 
CONSEQUENCES THE SIZE 
TIONS (St. Martin’s Press 

Israel Kirzner, THE ECONOMK 
POINT VIEW Van Nostrand 

Ky. 

Easterlin, POPULATION REDISTRIBU- 
TION AND ECONOMIC GROWTH: 
UNITED 1870-1950 (Am. 
Philosophical Soc. 


incentive pay systems more 
differentiated and 
motivation theory. 


internalized 


Changing work conditions have 
put pressures this field. These 
have been mentioned above. 
addition, three social currents 
have left their impact it: the 
mary responsibility for produc- 
tion primary responsibility for 


1960 


complex social organization with 


its problems dealing with peo- 


ple; the general current concem 
with conformity and job satisfac- 
tion general; and the shift 


basic societal values related in- 


dustry from success-orientations 
adjustment-orientations. 

evident, the greatest 
tivity industrial social psychol- 
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Harvey Leibenstein, ECONOMIC THE- 
ORY AND ORGANIZATIONAL ANALY- 
sis Harper 


Harvey Levin, BROADCAST REGU- 
LATION AND JOINT OWNERSHIP 
(N.Y.U. Pr.) 


Tuska, ACCOUNTING AND TAX AS- 
PECTS PATENTS AND RESEARCH 
Van Nostrand 

Robert Machol (ed.), 
TION AND DECISION PROCESSES 
Graw 

MANAGEMENT CONTROL SYSTEMS 
Wiley 

Meij (ed.), DEPRECIATION AND 
REPLACEMENT POLICY (Quadran- 
gle Bks. 

Richard Morris, CREDIT AND COL- 
LECTION LETTERS (For 
Credit Channel Press 

TIVE COMPENSATION Harvard U.) 

Nelson (ed.), ECONOMIC 


Newgarden (ed.), THE FIELD 
SALES MANAGER Man. 

Delmas Ray, ACCOUNTING METH- 
ODOLOGY AND THE ACCENTUATION 

Milton Rosenberg and others, at- 
TITUDE ORGANIZATION AND CHANGE 
(Yale 

Karl Ruppenthal (ed.), 
TION TRANSPORTATION 
ford 

COMMUNICATION BUSINESS AND 


organization theory. And 
far the large organization 
concerned, the overwhelming 
problem the conflict between 
the goals and the or- 


goals 


“Whatever the 


laire remarks, “the social psy- 


unwittingly becomes 


values underlying his analyses; 


Shultz and Whisler (eds.), 
MANAGEMENT ORGANIZATION AND 
THE COMPUTER Free 

Norman Sigband, EFFECTIVE RE- 
PORT WRITING, FOR BUSINESS, IN- 
DUSTRY AND GOVERNMENT 

Thomas Spates, HUMAN VALUES 
WHERE PEOPLE Harper 
George Stocking, WORKABLE 
COMPETITION AND ANTITRUST POL- 

Jack Summerfield 
Thatcher (eds.), CREATIVE MIND 
AND METHOD Texas) 

Tucker, SUCCESSFUL MANAGERIAL 


Graw 


Universities-National Bureau Com. 
for Econ. Research, THE QUALITY 
AND ECONOMIC SIGNIFICANCE 

Van den Berg, HUMAN NATURE 
AND HUMAN CHANGE 

(eds.), INTEREST THE 
OLDER WORKER AND THE RETIRED 
EMPLOYEE (Calif. Inst. Tech. 

Edwin Wiggin (ed.), BUSINESS 
STATISTICS THE ATOMIC INDUS- 
1954-1958 (Atomic Indus. 
Forum 


FORTHCOMING 


Creamer and others, CAPITAL 
MINING AND MANUFACTURING 
Princeton 

Nelson Foote (ed.), HOUSEHOLD 
DECISION MAKING (Vol. con- 
sumer behavior series; N.Y.U.) 

Ida Hoos, AUTOMATION THE 
OFFICE (Public Aff. Pr. 


the issues the field would 
clearer these social philosophies 
were developed and made ex- 
plicit.” 71) 


makes interesting cate- 
gorization the various authori- 
ties this issue. McGreg- 
optimistic about eventually 
resolving the goals the individ- 
ual and the organization, evident- 
through adjustments the 


BUSINESS 


relationships. Chris 
Argyris thinks possible and 
advisable reduce achievement 


organizational goals order 
increase achievement individ- 
ual need satisfactions. Bar- 
nard and Philip Selznick believe 
that the solution lies the neces- 
sary existence the informal or- 
ganization. Simon and the 
decision theorists general tend 
disregard the conflict, positing 
more sophisticated version 
economic man, who “now maxi- 
mizes strategies relying 
subjective evaluations and prob- 
abilities, but the original utility 
notion not far submerged.” 


(p. 70) 


The most surprising thing, how- 
ever, about organization theory, 
according Haire, the paucity 
empirical data. For example, 
there seem empirical his- 
tories growth organizations 
terms people, their functions 
and relative 
growth rates parts. 


“In terms the level abstrac- 
tion, the field rather peculiar 
state. have group relatively 
vigorous models considerable 
formal elegance, the one hand, 
trom the mathematical economists 
and the decision theorists. the 
other hand, have some brilliant, 
penetrating insights from the nat- 
uralistic observation people like 
Whyte, Argyris, and Selznick. Be- 
tween these, however, there re- 
markable gap. should just 
the brink period exciting 
systematic data collection.” (p. 72) 


With regard the work with 
small groups, Haire traces the old 
industrial social psychology issue 
resistance change—mainly 
from the Hawthorne experiments 
through the work the Lewin- 
ians, which show the effective- 
ness participative group de- 
cisions. 


The small-group theorists have 
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EDUCATION 


Walter Adams and Garraty, 
THE WORLD OUR CAMPUS? (On 
tech. assistance; Mich. State U.) 

(eds.), BOTH HUMAN AND HUMANE 
(Appraisal grad. ed. Am.; 
Pa.) 

Seymour Harris, MORE RESOURCES 
FOR EDUCATION Harper 

Douglas Knight (ed.), THE FEDERAL 
GOVERNMENT AND HIGHER EDUCA- 
TION 

Arthur Morse, SCHOOLS TO- 
MORROW—TODAY Doubleday 
William and Renee Peterson, 
VERSITY ADULT EDUCATION 

per 

Wilbur Schramm (ed.), 
EDUCATIONAL TELEVISION (U. 

Herbert Thelen, EDUCATION AND 

Vigdorova, DIARY RUSSIAN 
SCHOOLTEACHER 


FOR THE TRAVELER 


BARNABY ENCYCLOPEDIA 
BULLFIGHTING Houghton 

southern Greece; Harper 

Judith 


EUROPE 


Friedberg, AROUND 
SHOPPING 
THE EAST AND NEAR EAST Apple- 
ton 

Michael Grant, THE WORLD ROME 
(Fresh interpret.; 

Reginald Haggar, THE CONCISE 
ENCYCLOPEDIA CONTINENTAL 
POTTERY AND PORCELAIN 
thorn 


and AROUND 


Edward Hyams, THE WINE COUNTRY 

Aubrey Menen, ROME FOR OUR- 
SELVES 

Pine, AMERICAN ORIGINS: 
HANDBOOK GENEALOGICAL 
SOURCES THROUGHOUT EUROPE Ed. 
Burke’s Peerage and Landed 
Gentry; Doubleday 


Wolfgang Stadler, EUROPEAN ART: 

Eric Verissimo, Mexico 

Evelyn Waugh, AFRICA 
Little, Brown 


120 


also markedly affected leadership 


studies. The early change was 
from identification leadership 
qualities description leaders 
terms group processes. re- 
statement seems under way 
this point—one that will synthe- 
size the work individual quali- 
ties and group-originated quali- 
ties. 


Recent work sociometric an- 
alysis the internal structure 
groups 200 300 members 
indicates lively development. 
From this should possible 
describe the shape the organi- 
zation much more functional 
manner than the traditional 
“family tree” organization chart, 
and eventually allow the con- 
struction historical studies 
the growth social organiza- 
tions. Such studies would afford 
understanding many areas, 
not least which would in- 
sight into the stresses within the 
system that arise result 
growth. 


the central issue the 
simultaneous 
productivity and satisfaction, the 
field communication promises 
some interesting work terms 
communication nets. Through 
the manipulation group struc- 
ture and the measurement per- 
formance and satisfaction, one 
study has indicated that such 
simultaneous maximization im- 
possible. However, while consid- 
ering studies motivation, Haire 
notes that recent trends toward 
what could called ecology 
motivation may afford more 
detailed understanding satis- 
factions. This grows out the 
change from thinking motives 
residing within the individual 
regarding them interaction 
between the individual and his 
environment. 
Haire feels that more work 
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needed before direct 
ships between morale and 
ductivity can hoped for. For 
each effective motive isolated 
(effective, that is, terms pro- 
ductivity), the assumption 
made that the more reward, the 
more performance. But not 
necessarily true, says, that 
some participation improves per- 
formance, more participation 
improve that much more. De- 


grees and combinations must 
taken into consideration. 


One area study motiva- 
tions has been slighted and that 
the motivations manage- 
ment. 


“While 
veighed vigorously against the over- 
simplification the Economic Man 
motivational model for workers, 
suspect that have largely kept 


havior. The manager seen gener- 
ally actuated money and 
power motives, almost there 


were difference kind 


The 


superiors and subordinates. 


work 
been primarily the hourly 


worker, alone had the sensi- 
bilities avoid the rigid determin- 
ism economic motivation.... 


Our picture the problems 


human motivation and 


tional goals will never 
without analysis the 


part the structure well the 


larger portion the work force. 


Haire indicates some 


the research risk-taking and 
decision-making motivation 
studies management. 


Like Dahl, Haire emphasizes 
the combination 
and the meshing specialized] 
studies for more meaningful 
terpretations business 
ior. 


igen 
non 
man 
with 
ind 
Cas 
ver 


not 


per- 
De- 


that 


in- 
over- 
Man 
kept 
and 

there 
The 
goistic 
have 

paid 
mplete 
recting 
the 
force. 


vation 


hasizes 
iplines 
ful 


outstanding books 


PRINCIPLES PERSONNEL 
MANAGEMENT 


EDWIN FLIPPO, Los Angeles State College. McGraw- 
Series Management. Ready March, 1961. 


text for standard undergraduate courses personnel man- 
wement providing comprehensive and organized concep- 
the field. After introduction, Part deals with the 
nanagement personnel activities, with chapters plan- 
Organizing, directing, and controlling. Part III deals 
vith the operative personnel functions, with chapters 
development, compensation, integration, and 
naintenance. 


THE WRITING ADVERTISING 


WALTER WEIR, Donahue Co., Inc. McGraw-Hill Series 
Marketing and Advertising. 203 pages, $5.00. 


outstanding copywriter discusses the problems related 
the creation and execution advertising copy—the value 
research the creative man, the importance various 
agency functions and services, physical condi- 
jons under which the writer advertising has labor, 
ind many others. 


ORGANIZATIONAL BEHAVIOR: 
and Readings 


AUSTIN GRIMSHAW, University Washington; and 
HENNESSEY, Dartmouth College. McGraw-Hill 
Series. 528 pages, $7.95. 


80% this book comprised cases about decision 
problems business, with special emphasis 
uman behavioral factors. The cases are diverse the execu- 
level, the size the company, the type industry, and 
type problem depicted. The remaining 20% presents 
pertinent some the principal administrative 
involved the cases. Leadership, communication, 
and executive development are among topics 


MANAGEMENT DECISION SIMULATION: 


Non-Computer Business Game 


STANLEY VANCE, Kent State University. McGraw-Hill 
Series. 112 pages, $3.75. 


he 


subject Business Games becoming increasingly 
Schools Business Administration. Some Busi- 
Games require computer, but Vance’s does not. 
game correlated with “live” variable and un- 
barometer, the Business Week Index, and the 
divided realistically into unequal shares for each 

mpany. Other new approaches include stress quantita- 
analysis, emphasis the stock market quotation 
success, and stress the share the market 


ECONOMIC ISSUES THE 


ALVIN HANSEN, Harvard University. The McGraw- 
Hill Economics Handbook Series. Press. 


eminent economist views the great issues the 
the context the Professor Hansen deals with 
such issues inflation, growth, economic development, 
monetary and fiscal policy, the spending pattern the 
American people, the current state the theory the trade 
cycle and its control, and the economic state India where 
spent year 1958. 


LEADERSHIP AND ORGANIZATION: 


Behavioral Science Approach 


ROBERT TANNENBAUM, IRVING WESCHLER, and 
FRED MASSARIK, University California, Los Angeles. 


McGraw-Hill Series Management. Ready January, 
1961. 


collection writings compiled over the last ten years 
members the Human Relations Research Group UCLA. 
From inter-disciplinary orientation, key issues human 
relations formal organizations are considered: leadership, 
influence, interpersonal understanding, the introduction 
change, the management differences, leadership training, 
decision-making, productivity, morale, bureaucracy and 
status, organizational effectiveness, and others. 


PERSONNEL MANAGEMENT, Sixth Edition 


WALTER DILL SCOTT; ROBERT CLOTHIER, Rutgers 
University; and WILLIAM SPRIEGEL, University Texas. 
Ready March, 1961. 


This revision long outstanding text constitutes com- 
prehensive survey all aspects personnel management, 
written from strong managerial point view. Well suited 
for general course personnel management, this edition 
reflects Dr. Spriegel’s comprehensive survey 852 com- 
panies and their current practices. 


HUMAN RELATIONS 


ADMINISTRATION: Text and Cases 


ROBERT SALTONSTALL, Boston Safe Deposit and Trust 
Company. 744 pages, $9.50. 


combination text and casebook help students broaden 
their understanding the many fundamental factors which 
influence behavior human organizations. Attention 
focused the kinds responsible leadership which cul- 
tivate teamwork among individuals and groups, and result 
maximum productivity, well basic satisfactions and 
growth for the people involved. 


Send for copies approval 


Book Company, Juc. 


330 West 42nd Street, New York 36, 
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“In general, the time seems ripe 
for joint effort students busi- 
ness administration and the ancil- 
lary behavioral disciplines, bringing 
concepts and methods from vari- 
ety fields bear set com- 
mon problems.” (p. 92) 


The remaining essay Paul 
Lazarsfeld, “Sociological Re- 
flections Business: Consumers 
and Managers,” quite different 
purpose and tone from the oth- 
two. Dahl and Haire attempt 
fairly comprehensive review 
research their respective fields 
business. They appraise this 
work and indicate profitable new 
directions with little ideological 
bias. They 
plinary approaches. contrast, 
Lazarsfeld offers exposition 
personal theory, which illus- 
trates with studies consumer 
and managerial action. His sug- 
gestions for 
pointedly directed toward soci- 
ological colleagues and graduate 
students, display unmistak- 
able bias. says any considera- 
tion interdisciplinary work 


Single reprint—$1.00 


Three for $2.50 


Five for $4.00 


Twenty-five for $17.50 


structures his paper ac- the paradigm. considering the 
cording empirical analysis distributive approach, remarks 
Business Horizons reprints articles this and previous 
issues are available. Prices are follows: 
i ] 
Fifty for $25.00 
tuc 
Seventy-five for $33.50 
First hundred—$37.50 
Additional hundreds 
each after 
first hundred 
Orders should sent Business Horizons, School 
Business, Indiana University, Bloomington, Indiana. 
4 


would require paper its own, 
although his preference for eco- 
nomics over psychology politi- 
cal science evident. fact, 
tends regard any nonrational 
much mishmash. (For example, 
places motivation—a catchall 
term—in quotation marks 
his own term, disposition, 
its place.) starts saying, 


system interlocking human ac- 
tivities. one end, managers make 
decisions about production, pricing, 
and promotion; the other end, 
consumers choose what buy and 
what not buy; and, along this 
line, individuals decide join 
leave the organization and how 
much effort put into their work. 
The consumer and the manager will 
compared.” 102) 


social system, says Lazarsfeld 
statement puzzling the 
present context, will “at- 
tempted subsequent paper.” 
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“action,” term that pro, 
poses shall include both 
(the consumption term and “de. 
cision” (the managerial term), 
then defines three major ways 
studying action: the 
utive approach, which focuses 
many not; the 
cal approach, which concentrates 
the actors and usually 
scribes the course the act and 
compares the ways reaching 
the same end; and the analytical 
approach, which involves causal 
assessment. the last 
tioned, comments, “When 
study has imputed causal 
call this component 
When study has imputed 
sal impact disposition, will 
call motive.” (p. 107) 
tics may either precede 

Lazarsfeld 
these three approaches using 


0 


erm 
istrib- 
and 
ching 
lytical 
causal 


MIDDLE life the testing-ground character and 
strength. There are many who hold foremost place the 
heat youth, but sink behind when that first energy 
played and there are many whose follies happily die, 
and whose true strength only known when serious exist- 
ence with its weights and responsibilities comes upon them. 
Many are the revelations this sober age. 


—Margaret Oliphant 


RICHARD BRINSLEY SHERIDAN 


hen 
ure, 

will 

inter- 
strates 


the voluminous material avail- 
ible buying habits and sug- 
gests sifting this material for so- 
implications. typical 
the morphological approach, 
cites the studies Katona and 
Mueller (on buyers durable 
and the degree deliber- 
iteness their purchases) and 
Roper (on auto buyers, show- 
the idea that expected experi- 
with purchase should 
onsidered part its structure. 
illustrate the analytical ap- 
cites his own study 
with Katz) the comparative 
personal advice and ad- 
findings (that advice out- 
and comments that: 


‘There something tantalizing 
all these studies. people 
similar mice that they run 
mazes all day long having 
decide whether move right 
but they are different from 
inasmuch they are aware 
cues and can report what 
them. But how differ- 
mice and men from the point 
view the social scientist who 
for reliable data? Consumer 
tudies, carefully watched and 
might help answer this 


question. what extent are 
socially dangerous 
either because they are used for ex- 
ploitative purposes because they 
overlook those aspects human be- 
havior which are not accessible 
manipulation?” (pp. 112-13) 


There follows “digression 
disposition concepts,” which 
elaborate definition the term 
“disposition” that concludes: “the 
described disposition which 
best has good probability 
becoming motive specific 
act.” (p. 116) 


Lazarsfeld then revisits the 
three approaches terms dis- 
positions. criticizes motiva- 
tion research the grounds that 
the samples are usually too small 
support the conclusions. 


“Even more dangerous than the 
sampling problem the confusion 
between the existence certain dis- 
positions and the question 
whether they are really motives— 
whether they play causal role 
purchases. the commercial litera- 
ture there evidence that people 
have even tried assess the causal 
role such action components, let 
alone demonstrate the success 
policies based mr. matter 
fact, most cases the evidence for 
the mere existence alleged dispo- 
sitions dubious.” 121) 
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does concede, however, that 
despite the smallness the sam- 
ples, there are enough studies ac- 
cumulated show that people 
form unexpected stereotypes 
about products. 


“In the commercial 
these observations are 
ported, usually with the implication 
that the advertiser should take them 
into account. The really interesting 
question, however, the origin 
such images, and this problem 
hardly any serious research has 
been done.” (p. 122 


Lazarsfeld next applies these 
three approaches managerial 
action, comparing them with 
their counterparts the preced- 
ing consumer analysis. sources 
for businessmen’s decisions, 
turns the works Robert 
Gordon, Melvin Copeland, 
and Chester Barnard. These 
finds interesting descrip- 
tions; but contrary the treat- 
ment consumer data, there are 
distributive studies. cover 
the first (or distributive) ap- 
proach, then, there need 
findings variations invest- 
ments with the business cycle, 
the empirical relations between 
price and demand, the fluctua- 
tions research expenses with 
changing tax legislation, and end- 
less other aggregate data this 
kind, which could interpreted 
the light present sociological 
knowledge. general and for all 
three approaches, increased sta- 
tistical information needed. 


Under the morphological ap- 
proach managerial decisions, 
notes the work Simon 
loosening the concept rational 
choice with the notion search 
and the hypothesis viability. 
finds this search akin the 
shopping activities the house- 
wife and believes the crucial fac- 
tor the former the time 
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TOO BUSY! anyone expect TOO THRIFTY! Why spend good 


him give few hours year for health money The doctor might not fing 
checkup? Every hour his time valuable! anything wrong! How extravagant can you get? 


TOO He’s never been SMART ENOUGH know that 


really sick day his life and never felt one can develop cancer, matter how well 
better than does right now! Why bother with may feel...that delay going the doctor has 
checkup? caused thousands needless cancer 
that his best cancer insurance have 
ough checkup every year and, between times, 
keep the alert for Cancer’s Danger Signals. 
Learn how guard yourself against cancer. 

your nearest American Cancer Society office 
write ‘‘Cancer’’ care your local post 
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for alternatives and conse- 
quences planned adequately for 
trial and error with ad- 
along the way? 
Barton, “Sociological and 
Problems Eco- 
Planning Norway” (un- 
pub. diss.), one the few 
mpirical studies the role 


FOR THE BUSINESS 
EXECUTIVE 


RECENT 


Bierman, THE CAPITAL BUDG- 
ETING DECISION Macmillan) 

Cox, LAW AND THE 
TIONAL LABOR POLICY Inst. 
Indus. Relations 

Duncan Curry III and Newman, 
THE CHALLENGE FUSION 
Nostrand 

PLANNING FOR GREATER 

DUSTRY, LABOR, AND COMMUNITY 
Harper 

Hickman, GROWTH AND STA- 
BILITY THE POSTWAR ECONOMY 
(Brookings Inst. 

VITALITY BUSINESS EN- 
TERPRISE (McKinsey Found. lec- 
tures; McGraw 

Dunlop, Harbison, and Myers, 


INDUSTRIALISM AND INDUSTRIAL 
MAN U.) 


MINISTRATIVE CONTROL AND EX- 
ECUTIVE ACTION Merrill 

Lewis, PROFIT PLANNING 

Call Livingston (ed.), THE 

Lyford, MEN, MANAGERS 
AND POWER (Oceana 

TOP MANAGEMENT HAND- 
BOOK 


learning decision-making. 
Eventually, sees this leading 
toward organizational analysis, 
least some border 
tween that and the empirical 
study action. 

Turning the analytical ap- 
proach, notes four determi- 
nants managerial decisions. 
First, points out two studies 
giving statistical information 
economic intentions that enter 


into major business decisions: 
one Katona and Morgan 
plant location decisions, which 
indicated that proximity raw 
materials weighed less heavily 
than proximity markets; and 
one Modigliani and Balder- 
ston, which indicated that the 
factor chiefly responsible for ex- 
ecutives changes investment 
intentions was sales outlook, and 
that the information sales ex- 


ECUTIVE DECISIONS AND OPERATIONS 
RESEARCH Prentice 

Morse Peckham, HUMANISTIC EDUCA- 
TION FOR BUSINESS 
Pa. 

Harvey Perloff, RESOURCES FOR 
THE FUTURE (Johns Hopkins 

Herbert Simon, THE NEW SCIENCE 
MANAGEMENT DECISION Harper 

Surles and Stanbury, PERSUA- 
SIVE TALKING 

Robert Theobald, THE RICH AND THE 
tations; Clarkson Potter 

HOW DETERMINE THE TOTAL 
COST YOUR EMPLOYEE BENEFIT 
PROGRAMS (Calif. Inst. Tech. 

Frederick White, INDUSTRIAL RE- 
SEARCH LABORATORIES Public Aff. 
Pr. 

Dr. Henry Wriston (ed.), 
FOR THE SIXTIES Report Presi- 
Commission National 
Goals; Prentice 


FORTHCOMING 


Chappel and Sayles, THE 
MEASURE MANAGEMENT Mac- 
millan 


Hansen, ECONOMIC ISSUES THE 
(McGraw 


Wilhelm Reich, CHARACTER ANALY- 
sis Farrar 


HUMOR 


Regina Barnes (ed.), How LAUGH 
WITH YOUR (Citadel 


Henry Morgan and Gary Wagner, 
AND NOW WORD FROM OUR SPON- 
sor 

Carl Winston, HOW RUN MIL- 
LION INTO SHOESTRING AND OTHER 


EXECUTIVE 
RECENT 


HEALTH 


Battista, MENTAL DRUGS: CHEM- 
THERAPY (Chilton 

Mark Boesch, THE LONG SEARCH FOR 
THE TRUTH ABOUT CANCER Put- 
nam 

Morris Fishbein, M.D. (ed.), HEART 
CARE 

Kuhn, M.D., NEw HOPE FOR 
STROKE 

Giorgio Lolli, M.D., DRINK- 
ING: HOW ENJOY DRINKING WITH- 

Pinckney, M.D., you CAN PRE- 
VENT ILLNEss Lippincott 

Ralph Smith, THE HEALTH HUCK- 
(Crowell 

Steincrohn, M.D., MR. EXECU- 
TIVE, KEEP WELL—LIVE LONGER 
Frederick Fell 

Leslie Tizzard and Harry Guntrip, 
M.D., AGE (Crown) 


FORTHCOMING 


Pezet, THE CONQUEST TENSION 

Heintz Westman, THE SPRINGS 
CREATIVITY (Psychoanalysis; Athe- 
neum 


BUSINESS HORIZONS WINTER, 1960 125 


| 
igs 
4 
og 
i 
2 


pectations and investment plans 
correlated. sees second de- 
terminant the actions infor- 
mal groups, mentioning here 
study Oxenfeldt the influ- 
ences exerted executive 
making pricing decision. 
considers the study vivid and 
systematic description that could 
well starting point for em- 
pirical studies. “Oxenfeldt’s for- 
mulation that ‘prices not sim- 
ply happen; people set 
good motto for sociological 


approach all kinds financial 
decisions.” (p. 131) The interre- 
lations statuses decision- 
making are the subjects two 
studies that Lazarsfeld finds es- 
pecially interesting when viewed 
conjunction: “Social Stress and 
Resources among Middle Man- 
John and Ruth 
Useem, and Elliot Jaques’ The 
Changing Culture Factory, 
which deals with stress sources 
among top executives British 
factory. The Useem study found 
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subordinates. The 


fourth determinant managerial 
says Lazarsfeld, the 
visibility. 
pints out that executives will 
neglect their responsibilities for 


subordinates because 


main reward comes from 


visible performance. 
cites several foreign studies 
that deal with peripheral consid- 
visibility and con- 
that “The juxtaposition 
uch far-flung episodes raises the 
whether sociological 
such social visibility 
may not one day themselves be- 
come determinants managerial 
activities.” (p. 135) 


Again parallel with his treat- 
consumer activities, La- 
turns the motivations 
businessmen. The available lit- 
executive qualifica- 
primarily speculative, but 
notes that survey Anne 
Roe does include three minor 
which executive test 
scores have been compared with 
those other groups. dis- 
empirical studies based 
projective tests parallels 
motivation research. This de- 
pendency projective tech- 
and terminology also 
believes failing the po- 
litical scientist dealing with 
business. (He criticizes Lane 
particular this count. Lazars- 
feld sees most hope the histori- 
cal and comparative studies 
the role the entrepreneur 
development. (Like 
Warner Industrial Man, 
this area—Explorations 
Entrepreneurial History. 


the attitudes, favorable traits, 
successful combinations goals 
businessmen have varied 
‘nt historical situations, then there 
variations the same 


kind the various sectors the 
complex map modern American 
business. quite likely that vari- 
ous types industries, businesses 
different sizes, and more less 


centralized organizations require 
various kinds leadership. dif- 
fering phases the development 
industry, different types back- 
ground are more likely lead 
top positions. When the company 
young, its president apt have 
had training engineer; pro- 
duction problems are solved, the 
sales executive likely come 
the top; government plays in- 
creasingly large role business af- 
fairs, the lawyer receives his chance 
for advancement. Each shift should 
bring with new problems the 
relations between top executives, 
the one hand, and different techni- 
cal and social aspects the organi- 
zation, the other. All through re- 
cent history there has been steady 
increase the number variables 
businessman has had tale into 
account. Historical and comparative 
studies will sensitize the way 
various business situations may dif- 
ferently affect the type men 
likely successful.” (pp. 139- 
40) 


also proposes comprehen- 
sive study the graduate school 


EFFECT any writing the public mind mathe- 
matically measurable its depth thought. 
awaken you think; lift you from your feet with the 
great voice eloquence; then the effect wide, slow, 
permanent, over the minds men; the pages instruct you 
not, they will die like flies the hour. 


—Ralph Waldo Emerson 
ESSAYS: FIRST SERIES 


business that would “focus 
the attitudes which these schools 


engender and the ways 
which they socialize students for 
their future role.” (p. 141) 


discussing the subject the 
businessman’s role, Lazarsfeld 
singles out few characteristic 
problems. There first the con- 
sideration change induced 
the performance the role. 
the executive 
there only descriptive material, 
and risk-taker, little empirical 
research. Viewing the executive 
innovator, however, there has 
been great change the role. 
Specialized commercial 
now sell innovating services such 
tives themselves. “Previously the 
innovating vision was crucial, but 
what matters today the ability 
keep track all these develop- 
ments, make the best purchase 
their market, organize 
research and development divi- 
sions within the company.” (p. 
142) Research now turns in- 
vestigating these new organiza- 
tions. Two avenues new re- 
search could the work social 
research going industrial 
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firms and the research conducted 
university institutes for busi- 
ness firms, particularly af- 
fects practices sociological 
training. The process change 
itself being studied, but date 
has emphasized consequences 
—the more practical concern—to 
the neglect sources proc- 
esses. 

Lazarsfeld lists number re- 
search possibilities the general 
areas where tensions arise from 
conflicts between role require- 
ments and ideals beliefs and 
from conflicting role expectations 
(sometimes called 
such those between 
public interest professional 
codes and business interest. Last- 
ly, feels that sociologists 
should study the “new look” 
business, not for evidence its 
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sincerity but for more historical 
concerns—for example, concern 
with groups which and steps 

Despite the more limited scope 
Lazarsfeld’s essay, does 
point foreign sources that are 
not well known they de- 
serve, and displays logical 
rigor that makes good antidote 
the sloppy analysis that habitu- 
ally plagues much research. But 
also leaves the impression that 
Lazarsfeld too dimly aware 
concomitant danger. 
Sometimes intellectual rigidity 
and stereotyped thinking can 
harmful. 

annotated bibliography 
the end the book gives the 
reader broad view social 


science contributions the study 
business. 
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Simon, 
and Haire criticizes. 


the new emphasis 
the empirical, more 
and objective observation, 
ness research finds itself 


same time participant (like 


American studies) the 
toward the broad 
view. must ride both swings 
the pendulum simultaneously—a 
feat challenge the best 
behavioral sciences. 
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THE 


MOST POWERFUL 
TRUCK THE 
WORLD 


moves copper ore— 


TONS 
TIME! 


far cry from the miner’s mule the ’80s, this new mam- 
moth ore truck performs Herculean tasks Anaconda’s 
Berkeley Pit Butte, Montana. Still the experimental 
stage, the gigantic vehicle hauls ore up-grade out the pit, 
more tons time. Designed replace Diesel trucks 
with less than half the capacity, operates electrically 
special trolley wires and each its four outsized wheels can 
deliver 400 horsepower, total 1600 horsepower—making 
the most powerful truck the world. Without load, 
can leave its trolley wires and operate 350 horsepower 
supplied its own Diesel generator. 

Huge is, Anaconda’s new truck proportion with 
the vast Butte operation. One the richest mineral areas 
ever discovered, Butte has supplied industry with more than 
three billion dollars mineral wealth. 1959, more than 
million tons copper had been mined richest hill 
has also been bountiful source zinc, 
manganese, lead, silver and gold. 

Current production Butte continues set king-sized 
standards, and the new king-sized ore truck part sys- 
tem which moves more than 28,000 tons ore day the 
Berkeley Pit. This just one reason why the Company’s 
ore production consistently the increase. Not only with 
new and highly efficient equipment, but through continuing 
exploration and constant development new copper sources, 
such the new Salvador Mine recently opened Chile, 
Anaconda meets the growing needs industry for more and 
better products the entire nonferrous metal field. 
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SUBSIDIARIES ANACONDA MANUFACTURE: COPPER AND ALUMINUM ELECTRICAL 
WIRES AND CABLES; ALUMINUM FOIL, SHEET, ROD AND BARS, STRUCTURALS, TUBING 


AND EXTRUDED SHAPES: COPPER. BRASS AND BRONZE SHEET, PLATE, TUBE, PIPE, ROD 
FORGINGS AND EXTRUSIONS; FLEXIBLE METAL HOSE AND TUBING. 
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